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ed tape cuts NZ out of 


I by Rae Mazengarb 
i{ rlE prospect of dealing with 
il ficials from 11 separate 
"i Qvernment agencies to 
h itablish operations here has 
wed out New Zealand as a 
[cation option for an ln- 
arnational corporation 
jeking an investment of up to 
20 million in the South 
adflc. 

Instead, It will set up its 
isnufacturing plant in 
ustralia. 

The corporation was further 
starred by what it con- 
idered a "naive" attitude to 
jrelgn Investment. 

New Zealand has been ruled 
at, too, from a proposal by the 
orporation to establish a 
■acific region management 
fflce. It had appeared 
■ olitically, climatically and 
vnvlronmentRlly an attractive 
i icalion, but Government 
policies were considered a 
.'gross discouragement” to 
potential investors. 

The managing director of 
ihe corporation’s New Zealand 
Subsidiary wrote to NBR to 
point out that New Zealand had 
appeared ideal for the 
establishment of a 
manufacturing plant to supply 
rthe Pacific region with the 
corporation's commodity. 

| But when the company 
sought to ascertain the extent 
of Government interest in the 
proposal and determine what 
support It might be given, It 
received what looked to be a 
negative response. And the 
morass of bureaucratic in¬ 
volvement brought a halt to 
further investigation in this 
country. 

I The company is the world 
ijbmlnant manufacturer of a 
■qf'jroduct used extensively by 
< tiie steel, foundry and abrasive 
r. Industries. 

It was aware of a potential 
variance developing between 
iemand and supply of this 
1 * commodity in the west-south 
Pacific region, and decided it 
should locate a manufacturing 
plant in the region. 

All the raw materials for the 


product were freely and 
abundantly available in both 
New Zealand and Australia, 
said the New Zealand sub¬ 
sidiary’s managing director. 
Thus the feasibility of both 
countries as possible locations 
had to be studied. 

The operation appeared to fit 
New Zealand development 
criteria. Raw materials were 
indigenous and their use poBed 
no ecological problems, the 
industry would be in a 
depressed region, It would 
employ more than 100 men, the 
capital would be of American 
origin and at least 99 per cent 
of production would be ex¬ 
ported at comparable world 
prices. 

Electricity was required, but 
the corporation did not con¬ 
sider the amount significant in 
power-planning terms. 

Government investment was 
welcomed. 

To determine the degree of 
Government interest and 
support, the company first 
approached a senior member 
of Government. 

At this initial meeting, in¬ 
terest in the project appeared 
high, but the company was 
cautioned it must be patient in 
dealing with the bureacracy. 

The company was advised to 
keep as much of the 
negotiation on a personal basis 
and as much out of the hands of 
departments as possible. 

But at the next meeting, 
attended by officials from 
several departments, com¬ 
pany representatives were told 
that they would be required to 
deal separately and in¬ 
dividually with 11 depart¬ 
ments or authorities. 

After the meeting, a 
Department of Trade and 
Industry official wrote to the 
company sotting out in detail 
the information required from 
it prior to "granting your 
company permission to 
establish this industry". 

The company reacted: “We 
are not seeking ‘permission 1 to 
establish this Industry; we are 
endeavouring to determine the 


tl Montana moves 
w of retailing 


•fldi ■ • ''JICT to approval of the 
,uphl ' i* t;or Licensing Control 
iMr-i * .mission, Montana Wines 
■' W* "Will sell its 27 retail outlets 
' 2j ? D Nathan, Ballins and 
P Quill Morris Ltd. 

Price for the 27 
Welnkellers will be about 
*80,000. 

Montana's chief executive, 

‘ SvSftWkmt, said the sale 
e ? a M^OnUlon of 
Montana’s objectives. 

"We are wine growers, not 
“hers. Owning retail outlets 
\ i put us in competition witfc our 
wn customers " he said. ■ 
Nathans and BatUas wiU buy 


60 per cent of the Welnkellers 
located in the Northern half of 
the North Island. Nathans and 
Ballins (already involved in a 
joint liquor retailing venture) 
and Allied Liquor Merchants 
will form another joint 
pany to: operate the 12 
Welnkellers inthe Auckland 

^Christchurch-based Quill 

Morris will take . over - the 
southern group of Welnkellers. 
• Some wine sources welcome 
the move by .Nathsns. ahd 

Ballins as a streamlining of the 

•posts,"'; j '. v 


$20m investment 


degree of your Government's 
‘support 1 and ‘interest’ and 
some indication of what 
assistance may be offered us if 
we were to bring this industry 
to your country. 

“We are not prepared to 
conduct a detailed on-site 
feasibility Btudy which vir¬ 
tually wants to know how 
much petty cash we will have 
in five years’ time, prior to 
finding out whether your 
Government is even 
interested.” 

Prom the company's 
viewpoint, the Government 
had been approached with a 
proposal which it felt would 
benefit New Zealand. Before 
carrying out further costly 
work, the company wanted 
only some expression of the co¬ 
operation and interest which 
could be expected from 
Government. 

Instead, the company 
received a reaction “based on 
the posture that New Zealand 
had something our corporation 
wanted and that the Depart¬ 
ment therefore wbb in a 
position to Bet conditions prior 
to granting ‘permission’.” 

The managing director of 
the New Zealand subsidiary 
pointed out that to establish 
Buch an industry in this 
country meant dealing with an 
awesome number of 
bureaucrats. But as an en¬ 
couragement to foreign in¬ 
vestors, the Malaysian 
Government has established a 
single Governmental authority 
to resolve all Government- 
interest problems for potential 
investors. 

The company suspended Its 
investigation in New Zealand 
and headed for Australia. The 
reception there was one of 
keenness to attract such an 
investment. 

On first approach, the State 
Government concerned ex- 
prosed its support for the 
project and immediately 
stated that, subject to 
verification that the proposal t 
was worthwhile to the State, it 
would provide free land (on a 
pepper-corn lease basis) and 
would negotiate a long-term, 
power contract direct with the 
State Power Authority. And It 
indicated It could be interested 
In contributing up to 5p per. 
cent of the share , cppttal 
through a State-owned, wb\. 
sidlary. . '• 1 .1 '•••• 

Already feasibility- studies 
are being carried out on-site, 
and the .corporation sfiya U is . 
not prepared to Consider that a 
New Zealand QpjUop-..'even 
estists. • '■ 

• New Zealand war ruled d|it 
of the second projtosal ^' to 
establish- a Pacific' region 
management office to act fOC. 
the corporetton.; .'*> *; X 

■ It was WtiaUy r c^irid^d 
..that New..Zealand had• good-. 


travel and tele-communication 
links with both the United 
States and the West and South 
Pacific region. Establishment 
costs were lower here than in 
the other optional locations — 
Sydney and Hong Kong. 

But against New Zealand as 
a location went the 10 per cent 
travel tax and the fact that the 
regional executive was 
required to make repeated 
individual application for 
overseas funds each time he 
travelled outside the country 
(which would be frequent). 

These conditions existed 
even though the air fares and 
the foreign exchange would be 


reimbursed to New Zealand 
from the United States cor¬ 
poration. 

Tax rates were seen as a 
gross discouragement to an 
American executive relocating 
himself to New Zealand, at 60 
per cent in New Zealand 
compared with 32 per cent in 
Australia and a mere IS per 
cent in Hong Kong. 

More iniquitous, from the 
company’s point of view, was 
the fact that although the 
executive would spend 50 per 
cent of his time outside the 
country, his total income was 
subject to New Zealand in¬ 
come tax. 


Inside 


FOR National, a leadership 
question mark and 
traditional support un¬ 
certainties amid real 
economic problems; for 
Labour, a deputy leadership 
race and voter loyalty 
doubts; for Social Credit, the 
riddle of how to turn a flash- 
In-the-pan Into a growing 
conflagration. Colin James 
predicts a very interesting 
year — Page l. 

ECONOMIC activity did not 
stop during the holidays, 
rather news about the 
economy made way for howb 
on UFOs, cricket and other 
Christmas New Year 
preoccupations. Our 
Economics Correspondent 
details both the good news 
and the bad — Page 7. 
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Whv 1979 shapes up as an interesting year 

J IT .__ ^H5E3ES5B 


liy Colin Jaincs 

TOWARDS the end of Inst year 
n high party official — l( does 
not matter of which party — 
prophesied t« me a very in¬ 
teresting year ahead. I agree. 

Take the Labour Party first. 
The leader and deputy leader 
are required by party rules to 
put their jobs on the line early 
next year. 

Bill Rowling is safe (for the 
moment, anyway). But there 
ix h general, though not 
unanimous, feeling in the 
caucus that Bob Tizard will he 
replaced. 

Nine months ago some 
Auckland MPs came close to 
mounting a coup in David 
Uinge's favour. They were 
convinced they would get a big 
majority to dump Tizard, but 
pul Ted hack when they could 
not get agreement on Lange. 

That experience has ensured 
that this year will be n long 
campaign for the job. 

t-ango near is a favourite. He 
wax the only Lulwur MP bar 
Howling to be chosen as the 
person most preferred as 


Prime Minister by more than l 
per cent of the 1000 respon¬ 
dents to the post-election 
survey on December 2 by the 
Heylen Research Centre for 
the Auckland Star, TV One and 
National Business Review. He 
scored 7 per cent, second 
highest - behind Brian 
Talboys — of the non-leaders. 
He showed also that he can 
bridge the gap between his 
own middle class professional 
background and Labour’s 
working class voters. 

But Lange has his doubters 
— both as to staying power and 
os to the degree of bis com¬ 
mitment to the party cause. 
Others, therefore, claim at¬ 
tention as rivals. 

Not to be overlooked is 
Russell Marshall, the un¬ 
characteristically (for the 
labour Party) tough chief 
whip who, on the formulation 
of Incites both inside and 
outside the House, is likely to 
acquire n sort of do facto 
deputy leadership status as tho 
year goes on. Tliat gives him 
(be inside running against the 
ambitious Mike Moore (who 



has ground to make up for his 
three years absence) and the 
loud Richard Prebble. 

Time had slipped away from 
Arthur Faulkner, who now 
looks bound for obscurity (and 
retirement?) with his overdue 
departure from the presidency 
in May, which in Uself poses a 
formidable question for the 
pnrty. 

An increasing number of 
party activists are coming to 
believe that the national office 
must bo upgraded to match In 
efficiency end tactical skill the 
Chapman-Lcay team at the 


National Party, though the 
names being tossed around so 
far give little hope of that 
being achieved. 

If Labour is to hold together 
the largely antl-Muldoon 
membership it built up from 
1976 to 1978, It will need in¬ 
spiring and inspired top 
executives who are prepared 
to dedicate themselves to the 
organisation, however much 
less glamorous that role may 
appear than the parliamentary 
benches. 

The lesson is to be learnt 
from George Chapman, who 
must be counted among the 
half-dozen most influential 
political men in the country. 
Indeed, it is Chapman — 
perhaps in tandem with Barrie 
Leay — to whom, In the 
current absence of cohesive 
caucus strength, is likely to 
fall the awesome respon¬ 
sibility of deciding whether 
Robert Muldoon should lead 
the party in 1981. 

The lessons of 1957 and 1972 
will dictate that a leadership 
clinnge, if there is to be one, 
must occur some time in 1680 


Announcing HP 3000 Series 111. 


New transact inn 
prncosing systems l or 
business and industry 

I he HI* m'ik's 3UOU is 
uniquely designed to take 
advantage of the trend 
toward on-line transaction 
processing applications. 

I- xpanduhlc to 2 Megabytes. 
I hi 1 Series HI System i-» r u'Lcii. 
|n.wuv<l iii>i i mi Mg u red in -t 
J li iy v linnet The Scries Ml 
( t'U. Ml.'X. selurnr. kit-kphnc. 
U>K It.YM memory arr.issnnii 
l.uiU cor roc l imi are new. 1 he 
Series III It.is the alnliiy tu 
address up t-i 2u4HKR of 
menmrv. 


From a capabilities point of 
view, Hewlett-Packard can offer 
a broad system performance 
nnge <25(iK bytes to 2 Mega¬ 
bytes in a series 111); industry 
leadership in networks and data 
base, comprehensive terminal 
support: asynchronous, 
synchronous, multi-point; 

Ktihanccd operating system. 
MI’MII offers many features over 
(be pR'Ven MPE-II operating system. 

T liese include private disc volumes, 
upc labels .iml Unified Command 
Language. 


large mass storage capacity 
(9/iU Mega byres of on-line 
disc); field proven MPE 
operating system; and the six 
most popular languages 
(RPG-II, COBOL, BASIC, 
APL, SPL, FORTRAN.) 


Increased performance. 

From a performance point of 
view the large memory capacity 
of the Series III can be used to: 
increase the number of on-line 
terminals while keeping response 
time constant, increase system 
throughput, or decrease response 
time for a given number of 
terminals. 
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RUSSELL MARSHALL . . . 
Inside running 

and that a decision aa to 
whether It must be done will 
have to be all but taken by the 
end of this year. 

The eaBy decisions are 
always the most appealing and 
the party may gradually 
convince Itself, as the 1978 
election recedes into the 
distance, that Muldoon was 
only the tip of an iceberg of 
resentment at the party due 
primarily to the economic 
difficulties (Chapman has 
already floated this line). In 
other words, melt the iceberg 
and the anti-Muldoonism will 
melt, too. 

Two factors may cloud this 
cosy scenario, however. The 
economic miracle, aa some 
economists expect, may come 
apart altogether this year as 
the full impact of the huge 
internal deficit works through 
and corrective measures have 
to be taken. 

If this comes to pass, there is 
not going to be much left of the 
Finance Minister's economic 
reputation. 

And if he continues petulant, 
writing letters to newspapers 
and cancelling press con¬ 
ferences, and keeps on 
periodically thumping un¬ 
fortunate people who get in his 
way, the party at large may 
make Chapman’s decision for 
him. 

Whatever claims may be 
made for the “broad spec¬ 
trum' 1 the party’s membership 
is supposed to encompass, it is 
the middle class which 
provides its driving force, its 
political ethos and Us work¬ 
force. 

Broadly speaking, these 
people would fit themselves 
Into the professional, direc¬ 
torial and managerial oc¬ 
cupational categories (plus 
farming in the countryside). 

People who chose these 
categories in response to the 
Heylen survey formed a 
considerably smaller 
proportion of those attracted to 
National in 1978 from 
elsewhere (Heylen's so-called 
“new National” voters) than 
among those who voted 
National both in 1975 and 1978 
(so-called "loyal National” 
voters). 

By contrast those categories 
formed a considerably larger 
percentage of “new Labour” 
voters than they did of “loyal 
Labour” supporters, 
suggesting that Labour may 
have gained at National’s 
expense in what should be 
National’s territory. 

The converse was true in 
1975, when National made 
inroads into Labour’s 
territory, the manual worker 
categories (skilled craftsman 
to labourer). Some of the 
Heylen data BUggest that those 
gains evaporated in 1978 , but 
nevertheless the proportion 
those two categories famed of 

new National” voters in 
Heylen a 1978 sample was 
higher than the proportion of 
"loyal National" voters. 

In Labour’s case, the 

?!l!l u 2L Work8r categories 
formed the same percentage of 

new voters as "loyal" 
voters. This suggests Labour 
may still be vulnerable in 
those categories — in 1978 ’s 


ARTHUR FAULKNER . 
bound for obscurity? 

case, to Social Credit, whld 
converted as many of th 
manual worker Heylen surwi 
respondents as Labour and,i 
seems, substantially increa^ 
its share of that vote. 

The Heylen data need mul 
more analysis before fin 
conclusions can be drawn frot 
them. In the meantime, the 
raise a tantalising poser fo 
Social Credit. 

Studies of Canadian federi 
and provincial elections b 
Professor Maurice Plnard, o 
McGill University* indicat 1 
that third parties succee: 
when one major party 1 
dominant and the major of 
position party is or become 
weak, in a period of “strain” 
Social Credit has never 
succeeded in Pinard’s terms Is 
New Zealand —■ never havloj 
got more than 20 per cent of tht 
vote. And, though Nationalhu 
at times (1966 and 1978, fa 
example) pre-election looW 
like a "natural party £ 
government", Labour hat 
never been electorally weakh 
the Plnard sense of getting les 
than one-third of the votes. 

But all three peaks of Soda 
Credit support — in 1054 afte 
the 1951 waterfront strike, b 
1968 when Norman Kirk wa 
newly leader of a decrep 
party, and in 1978 whe 
Labour liad all year looke 
weak beside National — hav 
como a( Umea when Labour, i 
Opposition, has shown signs o 
weakness amid economl 
uncertainty, dn 1975, thoug 
Labour looked weak, the the 
Opposition party, National 
was strong, so, in Phil# 
terms, naturally collected tl) 
null-Government swing.) 

The Social Credit upswlnj 
last year, therefore, has i 
certain logic to it. Indeed, h® 
Labour scored worse in 1W 
than its 39 per cent or had I 
been rocked by scandals « 
internal disintegration, 
Beetham might have logJ c "|J 
hoped for the 20 per cedt-piu*, 
breakthrough. i 

Logic in the Plnard sens* 
would also dictate that 
Labour were to win in 1WJ. t 
to appear strong & ven 
perhaps in reality *“1; 
Social Credit support wouH 
wane — though if Labour wer j 
to lose In 1981 and look weak jj 
1984 Social Credit could ri*| 

^Social Credit »“ d * J': 

transparently weak WJJfc 
Party. Otherwise U Is BgJjOj 
have to be eartfaordh^A 
imaginative and Lnve f ^ e #< 
keep the dissident pot on 
boll. . 

For National, a JeaJJJX 
queation-mark and Jf 
support uncertainties 9 £ 
real economic proWenJSrJfr 
Labour, a deputy 
race and voter 
for Social Credit, the 
how to turn a flash-in- 
into a widespread and grovjw; 
conflagration: a ver ',Th] 
teresting year. . lb, 

• Maurice Plnard: The]JLJ b 
a third iwrtv (PrentloffM 


Devaluation: PM avoided substantive discussion 


Economics 

Correspondent 

THE Organisation for 
Economic Co-operation and 
Development’s report on the 
New Zealand economy last 
week presented a view so 
different from that given by 
the Prime Minister a few days 
earlier that it looked like they 
were talking about different 
economies. 

According to the OECD, 
since 1974 a series of un- 
sustainably large balance-of- 
payments deficits has shifted 
the main emphasis of policy 
towards the problem of how to 
restore external balance to 
provide the conditions under 
which stable growth can be 
restored. New Zealand's ad¬ 
justment problem may well be 
larger than for any other 
OECD country — and It could 
get worse. 

To remedy some of the 
problems of the country’s 
external Imbalance, the OECD 
suggested that an exchange 
rate devaluation has much to 
recommend it as a longer-term 
solution. 

But in his “state of the 
nation” address last week 
Prime Minister Rob Muldoon, 
by quoting recent statistics 
showing an improvement in 
our external position, gave the 
misleading impression that 
New Zealand's long term 
balance-of-payment problem 
is less serious than it is. In the 
last two months for which 
there are figures for the 
overseas exchange 
transactions (OET), the 
current account deficit has 
dropped sharply. 

And Muldoon avoided a 


substantive discussion of the 
devaluation issue by taking a 
sceptical view of those ob¬ 
servers who forecast a rapid 
deterioration in our balance of 
payments from the middle of 
this year. 

The OECD Is among the 
more pessimistic of those with 
published forecasts, expecting 
a marked rise in the current 
account deficit to around $1200 
million in 1979, an increase 
from five per cent of GDP in 
1978 to fly* per cent in 1979. 

But Muldoon stubbornly 
continues to put off the day of 
reckoning. He said, “For my 
part, I want to see more work 
done before I am prepared to 
accept such a forecast of a 
deterioration." 

And in fact he feels economic 
policy in last year’s Budget 
has been so successful that 
“our problems going into next 
year are not great”. 

The OECD, in contrast, said 
that "No single policy or set of 
policies will quickly solve the 
problem of large external 
imbalance.” 

One reason Muldoon does not 
think there will be a rapid 
deterioration in the balance-of- 
payments position is the fact 
that Maui gas will come on 
stream. He expects that the 
existence of Maui will reduce 
our OET current account 
deficit by $100 million in the 
next year. 

But, Muldoon seems to be 
worried only about the way the 
economy lookB on the surface. 
Even if the balance-of- 
payments position does im¬ 
prove temporarily because of 
Maui, the structure of the New 
Zealand economy is such that 
we will still have to face the 


Visa card to be 
computerised 


by Stephen Bell 

Bank of New Zealand 
has begun gearing up for 
electronic funds transfer on 

tu® 8 * 8 of 1,18 viBa car< *' 

The first few computer 
teHotaals Signed to read the 
card s magnetic stripe code 
are already under test in the 
bank s Wellington head office. 
Jut development has been 
delayed by troubles in en¬ 
coding the stripe with tho 
customer's account number. 
J™ 1 “ Per cent of the Initial 
ba ch of Visa cards went out 
without a code in the magnetic 
stripe, and will not be usable in 
tne terminals. 

When the system is first 
opened to public use towards 
the middle of this year, ter¬ 
minal operation will be under 
of thB bank teller, 

it' 111 ! lnfle , rt to ^d In a 
terminal on the bank’s side of 
tne counter. 

The customer’s account 
DntnK C8 fc recorded on the 
SSj™ bureau’s files will be 
checked for authorisation of a 

J£227 al - The amount 
deposited or withdrawn will be 
entenrf on the terminal and 
Glance record im- 
mediately updated. 

In the near future, the 
K*. en visages similar ter¬ 
minals cm the customer's side 
J™ counter, or even on the 
Swf of to bank, 
traSn* to customer to 
™act business outside bank 
h T 8, A definite, date 
emjSif deveiopment has not 
emerged, and it will dearly 
JWrewme redesign of the 

■Jen ? 8 5 ? ioflg term' 
•SJJJJw dark of the bank's 

.u25 d Jte bBhag -tertnl^lp. as . 
***** the yiga caw aytteni, 

••• • ??:."• 

■ ,. "i I ► • • 

. -..w.;;. :• 

. t.. '•In. - 1 • " ■; . }. 


This would eliminate the 
present written slip and em¬ 
bossing machine, and with it 
the widespread criticism that 
a Visa card transaction is no 
quicker than writing a cheque. 

At around the $600 mark, the 
terminals are probably too 
expensive to Interest any but 
the largest retailers. Tills part 
of tile plan Is not seen as 
coming to fruition until about 
1985, said Clark, “but the bank 
is trying to position for It”. 

The magnetic stripe en¬ 
coding difficulties had con¬ 
tributed to a delay in im¬ 
plementing the tellers ter¬ 
minal stage of the develop¬ 
ment, Clark acknowledged. 
Originally, the bank had in¬ 
tended to make the first teller 
terminals operational In 
February. 

The stripes are encoded by 
the machine which embosses 
the customer's name on the 
card. Difficulties arose from a 
variety of factors, induding 
dirt on the cards, poor “laying 
down” of the stripe with small 
holes in the magnetic material 
and “technical problems with 
the machinery”. 

Encoding of pew Visa cards 
is proceeding; satisfactorily, 
but the machinery, supplied by 
American company JaQquard, , 
has had to be slowed down. The 
production rate of cards has 
been "perhaps halved”, Clark : 
said. ; •• v .' 

Delays have also been ex-., 
perlenced in development of 
programs to process terminal 
transactions., 

No attempt will be made to 
recall the unnumbered cards. 
.By the time the,.terminal 
• system comes, into, full 
operation, Said Clark, most Of 
the; Initial bk^h of c4ids,wiil f 
■be .*Ji$way.: 



problem of large external 
imbalances in the future. 

As the OECD points out: 
“...It is important to recognise 
that the existence of Maui gas, 
substantial as the reserves 
Beem to be, is in the nature of a 
bonus which should ease the 
implementation of positive 
adjustment policies rather 
than render them un¬ 
necessary.” 

The OECD’s recom¬ 
mendation for devaluation is 
not unconditional. It observes 


that in New Zealand, exporters 
may initially gain from a 
devaluation, but import price 
Increases are passed on in 
higher prices and reverse the 
exporters’ initial gains. 

Normally, the ability of 
importers to pass on price 
Increases is held in line by 
competition from overseas and 
domestic consumption of 
imports is held in line by 
demand management. The 
second condition can be 
regulated by Government 
adopting a less expansionary 
fiscal and monetary stance. 

According to the OECD, the 
first condition concerning 
competition from abroad 
cannot work effectively until 
there are structural changes 
made to the New Zealand 
economy. 

Here the OECD recom¬ 
mends the removal of quan¬ 
titative import controls, 
usually governed by import 
licences. 

“With quantitative controls 
it does not matter how much 
faster domestic prices rise 



ROB MULDOON ... wants to 
see more work done. 

than external prices as 
domestic producers are never 
under threat of Increased 
import competition." 

If domestic producers have 
to compete with overseas 
firms, they might become 
more efficient in order to be 
competitive. 

And the removal of quan¬ 


titative controls would not 
force New Zealand industry to 
the wall, in the OECD's 
opinion: “New Zealand in¬ 
dustry would still be sheltered 
by a tariff which has recently 
been revised so as to be 
capable, in itself, of providing 
protection for the existing 
structure of New Zealand 
industry.” 

Oily the future can tell 
whether Muldoon's view of the 
economy or the OECD'a view 
la correct. 

The OECD's view is cer¬ 
tainly the better argued of the 
two. And if the OECD's war¬ 
nings about New Zealand's 
balance-of-payments pro¬ 
blems are not heeded, it may 
be necessary to introduce 
more drastic measures in the 
future to bring the economy 
back into line. 

On the other hand, maybe we 
can be reassured by Muldoon’s 
pointing out that the OECD 
used figures stx months out of 
date — and that during those 
six months, the New Zealand 
economy has fundamentally 
improved. 
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MFL Mutual Fund 
Superannuation Schemes 
earn at least K>^p.a® 

Don’t accept less! 


Comparison 2^ 
Of Earning IBIBB 
Rates I [«/J 


Based on 

annual contribution 
of $800 over 40 years 
with installation 
chacges excluded. 


$222,957 


$170,881 


‘This free booklet explains; 
the important differences 
between MFL Mutual JFund 
Superannuation . . . and •' 
ordinary .Superannuation,” 


Most available superannuation, schemes have an earning 
rate of 1% -8% p.a. compound. 

But MFL Mutual Fund has a proven earning rale in 
excess of 10% p.a. compound. 

This unrivalled earning rate compounds to significantly 
higher cash returns which can be up to double ordinary 
superannuation for the same cost. (See diagram) 

MFL Mutual Fund Superannuation is the answer to the 
need for a modern type of staff superannuation. 

MFL Mutual Fund Superannuation is pure 
superannuation with no frills to drive up the cost. 

We have produced a free 12 page booklet which fully 
explains the important differences between MFL Mutual 
Fund Superannuation and ordinary superannuation, 

We invite you to send for your free copy so that your 
decision can be based on a complete understanding 
of all the facts. 

MFL Mutual FLuud 

Superannuation 

Members’Net Assets $30,000,000, • 


0003571 

M BR .| 

Regional offices al Auckland J 
Humiliuri, ltyc!liriginn,i| 
L 1 ' Dunedin,!, 
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EDITORIAL 

"GIVEN (he patentlal for misuse of the import licensing 
system. Its administration is remarkably Tree of corruption 
and Inntaoces of attempts to apply improper pressure to 
drpnrtmenlnt nit leers are rare," the Chief Ombudsman said 
In hl.i report Iritn the granting of Import licences to former 
Tnu]>o Ml* Itny 1st Varls. ‘’There Is no such evidence that any 
such efforts have succeeded." 

Hut then the report acknowledged that these comments 
might have to he qualified. After the Chief Ombudsman had 
completed his Inquiry and prepared his report, the 
department Imd drawn his attention to apparent 
Irregularities unrein led to La Vnrls' company. Thus there 
were signs that some Import licences "may have been Issued 
or transferred without proper authority”. 

Trade and Industry Department Investigations since then 
huve uncovered a situation considered too serious to be dealt 
with by internal discipline. Now it is In thchnnds of the police. 

All this gave rise lost week to the disclosure by the Sunday 
Times that the police were Investigating "large-scale 
corruption" within the department. The extent of this 
"corruption" remains to be seen (n pnlice official has said "It 
does not Involve more than one person"), but the CtB inquiries 
reportedly are expectrd to lake at least another month, and 
the alleged corruption Is undoubtedly concerned with Import 
licensing. 

Essentially, the Ombudsman found that, In tho l.a Vnrls 
case, departmental officers did not observe normal rout hies 
and made "a serious error nf judgment". The police 
Investigations which arc nuw being pursued may result in 
n more her Ions uutcnme — the t-ritnlnt«] prosecution of a civil 
srrvuiii 6»r funner civil servant). ff hii. imbody should take 
any smug sutUfnrtlnn frntn tin* run ling nut of one corrupt 
official, ('oncer n. cal her, must l>c directed nt reforming a 
H)hti'in of lmpurl cunlrni which this newspuper has 
vunsisteutly argued In susceplihle to abuse, or tu the suspicion 
of abuse, bcrnuvr It Is admin Isle red hi secret. 

Further, the grant lug of an Import licence Is (he grunting of 
a commercial privilege, mid the arbitrary nature of (he 
rirrNInn-making process encourngrs rule of men. not the rule 
uMaw, bemuse (here are no clear rules on who is nnd who is 
not rllglble for an import licence. The Chief Ombudsman said 
officers — specially In head office — were continually 
required to consider mutters fnr which there might be no 
precedent nnd which did not fail within the general 
guidelines, because of changing clrcuin sinners. The 
guidelines were complex and nfrkers tu n large extent were 
thrust hack on their own good Judgment on deciding how to 
»ppty them- 

l-aier last week more fundamental aspects of import 
licensing were questioned. The DECT) rccommrndcd 
devaluation ul the New Zealand dollar, but suld devaluation 
alone would not be enough: among other proposals, it argued 
fnr the abolition oT import licensing to constrain domestic 
prices, and so keep them more In line with world prices. 

Thus the removal of "quantitative Import controls" wai 
called for to expose New Zealand manufacturers to 
competition from the outside — although "New Zealand 
industry w ould still be sheltered by a tariff which has recently 
been revised so as to be capable. In Itself, of providing an 
effective Instrument of protection for the existing structure of 
New Zealand Industry". 

Irrespective of a devaluation, the Government should 
consider the OECD's advice and look not to reforming the 
import licensing system, bnt to determining If we shouldn't 
scrap it Instead. 

Bob Edlln. 
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Korea: keeping up with the Japanese 




ONE of the best ways to put the 
South Korean economy into 
perspective ii to arrive In 
Seoul Immediately after 
spending a few dayB in Japan. 
Forecasters confidently 
predict that Korea will "out- 
Japan Japan" within the next 
few years, but it is possible to 
see warning signs In Japan 
which may eventually be 
carried through to Seoul. 

A Japanese airline pilots’ 
strike — unheard of in the past 
— the difficulties before Narita 
Airport was finally opened, 
and continuing wage demands, 
all reflect tho problems of an 
advanced society. By contrast, 
arrival at Klmpo Airport in 
Seoul is more relaxed. Though 
Government officials will 
apologise for Us inadequacies, 
it seems more organised than 
Kaneda and more able to cope 
with vast numbers of Japanese 
tourists than Taipei, even 
though it Is scheduled for 
expansion. 

President Park Chung Hee's 
re-election for a further six- 
year term was a foregone 
conclusion, but his economic 
success of the past few years, 
with Korea becoming one of 
the most successful non-oil 
producing countries in the 
Third World, and its economy 
transformed in the. last 15 
years from one of subsistence 
agriculture to a major in¬ 
dustrial force, haa provided a 
buffer against major political 
opposition and the stronger 
civil rights movement. 

Last year proved no ex¬ 
ception; Korea exported $10 
billion-worth or goods, and its 
Gross National Product grew 
in real terms by 10.3 per cent. 
Present forecasts for this year 
are that exports will reach 
$12.7 billion, and that GNP will 
show growth of around 12 per 
cent. 

A foreigner on his first visit 
to Seoul will be surprised nt the 
comparatively high standards 
ho Hilda, apart from poor 
street lighting and potholes In 
the roads. 


KOREA belies its description, "The Land of the 
Morning Calm”, as the country tries to emulate 
Japan's economic power. 

But in time it may be overtaken by the same social 
problems as Japan’s, says Spencer Adams of Lon¬ 
don’s Financial Times in this report from Seoul, 
Korea. 


from the wide range of con¬ 
sumer goods in the stores, 
mainly of Korean origin, and 
the impressive public tran¬ 
sport system (even if taxis are 
difficult to obtain). The capital 
is perpetually covered by a 
haze of dust, as new office 
blocks and hotels move up¬ 
wards day and night. 

The five major industrial 
conglomerates that, to a large 
extent, will be responsible for 
the success of the present 
(1977-81) and following 
development plans, are 
supremely confident about 
their economic prospects. The 
Samsung Group (with turnover 
equalling 5 per cent of the 
country’s GNP), Hyundai, 
Lucky, Daewoo and 
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to endorse their views. 

A visit to the large complex 
at Ulsan in the south east part 
of the country gives some 
indication of this industrial 
might, Fifteen years ago, it 
was merely a small fishing 
port with 5000 inhabitants. 
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of the country's automobiles 
wd buses and has the largest 
shipyard In the world, which 
retains a full order book and is 
profitable. 

The Hyundai motor works is 
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1,100,000 tourists in 1WB, more 
..... . , ihuii Japan. Nexl year, lie 

token by the same social connti-y will play host to 
Spencer Adams of Lon- delegates from PATA tihe 
this report from Seoul, Puciflc Area Travel 

Association 1, and is feverishly 

-*- building hotels and olher 

The 1200 cc model costs $5000 amenities to cater for them 
for export, though home Ust year, tourism brought in 
demand is curtailed by higher WOO million in foreign ex- 
prices and a four-month long change In fuel the economy, 
waiting list. Much of Hyun- A recent report, The Ini¬ 
tial's success has been at- term Economic and Social 
tributed to the hiring of George Development of Korea I9TT- 
Turnbull, formerly of British 1991 forecasts that by 1W1 ^ 
Leyland. country will have become out 

A blue-collar worker there of the world’s 20 major 
receives about 100,000 won economic powers, per capita 
(one pound sterling GNP equivalent to 1«» 
equals 974 Korean won) standards In Western Europe, 
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25? ~, a Mack and rate of 8000 a year. 
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Paik, head of public relations 
at Ulsan, must have the ideal 
job. 

But not all workers are so 
well off. The average Income 
per head in Korea is about 
W 0 . Looking at shop prices in 
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about 100,000 won, 160 grams of 
coffee Is expensive at 3300 won, 
and a not spectacular cotton 
<fress costs 26,000 won. But 
through President Park's New 
community Project, there is 
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MIRACLE man Muldoon’s 
wizardry In dealing with the 
country's economy might well 
lead to the popular belief our 
prime Minister has been 
blessed with divine powers. 
But a statement by the Right 
Honourable Rob last week 
lends credence to our suspicion 
that at least some of his 
miracles have been the result 
of his sleight of mouth. 

Answering Labour leader 
Bill Rowling's criticisms of the 
Government's borrowing 
stratagems, Muldoon’B 
counter-thrust included these 
Bpellblndhvg words: 

"It Is good economic sense to 
borrow near the peak of a 
strong currency, bb these 
currencies usually have 
relatively low Interest rates. 

"Then, even In the unlikely 
event of the Swiss franc 
doubling against the New 
Zealand dollar over the life of 
New Zealand's latest loan, for 
example, the arranged in¬ 
terest rate of 3.5 per cent 
would become an effective 
rate of 7 per cent — a rate 
which Is still superior to those 
arranged by the last Labour 
Government." 

No doubt many people were 
satisfied that these words 
amounted to a succinctly 
convincing put-down for Wee 
Willie Rowling and an ef¬ 
fective justification of the 
Government's borrowing 
policies. 

Bui hold on a minute. 
Repaying borrowed money 
Isn't just a matter of looking 
after the Interest rates. 
There's thesmall matter of the 
capital repayment loo — and li 
won't be a small matter in the 
unlikely event of the Swiss 
franc doubling against the 
New Zealand dollar over the 
life of New Zealand's latest 


loan, or even In the more likely 
event of Its merely making 
much smaller gains against 
the New Zealand dollar. 


NBR reporter W arren 
Berryman has picked up 
another journalism award. 

New Zealand's top prize for 
investigative journalism was 
won by Berryman for two of a 
series of articles. One wbb b 
report on the unauthorised use 
of trust funds by a solicitor 
who was subsequently struck 
off; the other an article on the 
activities of a nominee in¬ 
vestment company. 

Judge D.J. Fitzgerald said 
that Berryman'8 work was 
clearly of an Investigative 
nature where energy and skill 
had been employed pursuing 
his inquiries, unlike a number 
of other entries which con¬ 
sisted in the main of interviews 
with people voicing com¬ 
plaints. 

Last month, Berryman won 
second place in the CBA Bank 
award for economic jour¬ 
nalism. 


THE Railways Department 
has been damaging its 
revenue-earning capacity as 
well as the goods it carries. 

A country-town businessman 
took one of our staff to the back 
of his shop the other day to 
show the condition in which 
much of a consignment of 
goods had arrived. In a word, 
the condition was smashed. 

And It wasn't the first lime, 
the businessman lamented. 
Maybe It’s because the goods 
he brings in are of the alcoholic- 
variety... 


Opposition to 
futures contract 


Melbourne Correspondent 

THERE has been strong 
reaction in Australian 
financial circles to the recent 
announcement by the Chicago 
Mercantile Exchange of the 
proposed formation of a 
futures contract In Australian 
dollars. 

Members of the Sydney 
Futures Exchange are known 
to be antagonistic towards the 
proposal, and Its currency 
consultative committee is 
reported to have made official 
inquiries of the Chicago 
Mercantile Exchange, seeking 
particulars of the contract, 
and the reasons for Us In¬ 
troduction. 

The current position of the 
Australian Federal Govern¬ 
ment is that circumstances do 
not Justify the establishment of 

an Australian foreign ex- 

chaHge market operated by 
either the Futures Exchange 
<w local trading banka. 

Australian Reserve 
. * ^rs exporters and 

importers a limited cover 
agalna 1 currency risks in 
King involving the 
Australian dollar and other 
currencies. For the year 1977- 
m ! nV m ®2 e a P roflt *A52.6 
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PS? of the workings of the 
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ma 3° r portion of 
Atetralian overseas trade to 
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the general call 
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Australian dollar overall had 

hSfW rad man y Australian 
traders for the possibility that 
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But he's solved the problem 
by driving all the way to 
Wellington to pick up supplies. 
It's cheaper and all the goods 
now arrive intact. 

Only trouble Is that his 
business operations are 
centred well over 150km from 
the capital city — and that 
fact, in this regulation-ridden 
country, brings the legality of 
his enterprise into question. 
Still, by the time anyone gets 
round to nabbing him, it could 
be that the savings he has 
achieved by doing his own 
transporting will take care of 
the fine... 


WE expect an element of trivia 
to creep into newspaper 
columns over the holidays, but 


Christchurch’s sports weekly 
8even O'clock could well take 
the prize (or Irrelevancy. 

Apparently unable to fill the 
paper with recent news, the 
Seven O’clock found a novel 
way of giving readers what 
presumably It hoped would be 
their money’s worth. 

It published news almost 20 
years old — vintage Jour¬ 
nalism, perhaps. 

There was some freshness, 
maybe, in the story of how 
Marla Bueno, the one-time 
queen of Wimbledon, made a 
welcome return to the courts 
back in 1976. 

But how many remember — 
Indeed, how many want to 
remember? — the siory of how 
Sjoukje DijkBtra won a gold 
medal in skating at the Inns¬ 
bruck Olympics In L664? Or 
how Irina Press won a gold 


medal in the pentathlon at the 
1960 Olympics, leaving 
Britain's Mary Rand (who won 
the gold four years later at 
Tokyo) with the silver? 

If we must hark back to the 
deeds of the past, couldn't we 
at least be bored by stories 
about New Zealand athletic 
heroes? 


BEN COUCH'S elevation to the 
Cabinet will have come as 
something of a surprise to his 
home constituency of 
Wairarapa. 

National Business Review- 
Heylen Research Centre 
surveys of Wairarapa before 
the election asked voters what 
they thought his future would 
be — would he become a 
Cabinet minister, or remain a 
backbencher. 

The voters were in no doubt. 
More than half in each survey 
thought he would remain on 
the back benches 64 per cent 
In June, 6B per cent in August 
and 57 per cent in October). 

Only around 30 per cent 
thought he would make It to the 
Cabinet (34 per cent In June, 23 
per cent in August and 36 per 


cent In October). The rest did 
not know. 

Even National voters in 1975 
who Intended to vote National 
again were not Loo enthusiastic 
about his chances — those 
thinking he would reach the 
Cabinet ranging between 28 
per cent and 43 per cent. 


AN enterprising branch office 
man suspected that many of 
the memos he was writing 
were not being given proper 
consideration back at head 
office. Indeed, his thoughts 
were even darker — the 
memos weren’t even being 
read. 

So he decided to test the 
efficiency of the company's 
internal communications by 
slipping Into a batch of memos 
one which offered the boss "a 
pleasant surprise" if he had 
read that far: 

"Send this note back and I 
will send you from my bank 
account one crisp dollar . . ." 

The branch man considered 
Ihe money well spent when lie 
learned that the boss did rend 
the memos — nt least, on this 
occasion. 


THE AUSTRALIANS 

tho Australian dollar might 
rise against one specific 
currency, the American 
dollar. 

The insurance offered by the 
Reserve Bank does not cover 
dividends, and overseas loans, 
neither under its present 
policy would the bank permit 
Australian companies or In¬ 
dividuals to avail themselves 
of such cover If extended by 
the Chicago Mercantile Ex¬ 
change. 

But Informed sources say 
that despite this publicly- 
announced policy, some local 
companies are in fact making 
use of foreign currency 
markets with the tacit ap¬ 
proval of the Reserve Bank for 
approved transactions. 

When questioned, an official 
spokesman for the bank 
declined to comment. 

Nonetheless, a source within 
the Reserve Bank conceded 
privately that it was watching 
the development of the 
proposed Chicago futures 
contract in Australian dollars 
closely, and said the an¬ 
nouncement by the Chicago, 
exchange must lead to great 
pressure being brought to bear 
upon the Australian Govern¬ 
ment to enact legislation 
enabling Australian currency 
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Christmas holidays didn’t 
halt economy 


Economics 
Correspondent 

NEWS about UFOs, cricket, 
horse racing, climbing ac¬ 
cidents and road accidents 
dominated the columns of 
newspapers and the airtime of 
radio and television during the 
Christmas holidays. If there 
were visitors from outer space 
travelling in those UFOs, they 
would have found little in¬ 
formation about the economy 
to report back. 

But economic activity did 
not stop during the holidays. 
Rather, news about the 
economy Bimply went almost 

unreported, 

So now that people are 
returning to work, let’s catch 
up on both the good news and 
the bad. 

In December, unem¬ 
ployment roBe over the 50,000 
mark. The combined total of 
registered unemployed and 
people on special work 
schemes was 52,750 on 
December 16. Of these, 23,144 
were registered as unem¬ 
ployed and were not able to 
find work before Christmas. 
The rest, including large 
numbers of students, were on 
special work. 

Good news for the Govern¬ 
ment is that it was able to 
collect 3293.6 million from its 
special New Zealand Govern¬ 
ment Savings Stock. The 
number of applicants for the 
lucrative stock was 73,700. 
This should help the Govern¬ 
ment finance its massive in¬ 
ternal deficit. 

But the bad news is that the 
Internal deficit cannot be 
entirely financed through the 
private sector in New Zealand 


and that the Government has 
had to borrow overseas as 
well. 

By January 12, the Govern¬ 
ment had arranged loans of 
3350 million Bince the election. 
These Included loans totalling 
$150 million borrowed in 
German marks and 9180 
million borrowed in SwIsb 
francs. 

While the interest rates on 
these loans are about 6 per 
cent and 3% per cent 
respectively, the repayments 
could become higher than 
expected if the mark and franc 
continue to appreciate against 
the New Zealand dollar. 

Good news for the farming 
sector is that beef exports to 
the United States are likely to 
give New Zealand a $150 
million boost in foreign ex¬ 
change earnlngB this year. 
This increase is likely without 
a corresponding rise in beef 
volumes exported because 
United States beef prices are 
climbing. 

The Meat Board expects 
beef sales to the United States 
will pass the $400 million 
mark. 

Bad news released about the 
farming sector during the 
holidays was that farmers' 
incomes are believed to have 
fallen 37 per cent last year. 
Provisional statistics from the 
Meat and Wool Boards’ 
Economic Service show far¬ 
mers’ net incomes for the 
period average $13,500 in 1977- 
78, compared with an average 
net income of $21,371 In the 
previous year. 

Wage earners may be 
pleased with the news that the 
national average wage rose 
13.4 per cent during the year to 


Shaw business: Hollywood, 
Hong Kong-style 


Tokyo Correspondent 

HIGH in the hills overlooking 
Hong Kong's Clearwater Bay 
Ihere are 46 acres known as 
Shaw’s movie town. 

The legendary Run Run 
Shaw CBE began a chain of 
theatres In the 1920s with his 
brother, things didn’t get 
moving until 1959, when the 
Shaw brothers set up their 
Hong Kong Hollywood. The 
company logo was virtually 
identical to Warner Brothers, 
and chauffeur-driven slarlcts 
were eagerly spotted by the 
“fi P ress - The only thing 
musing was the unrestrained 
jjjmdlng of-the bygone big 
jJSf ran 8tudios The Shaw 
brothers specialise in quickies 
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SHAW STUDIO: entrance to the 46-acre complex 

time acting school, where Cushing was there a year or 
action — and even little acting two ago to make "Seven 
— are studied. Golden Vampires”, and there 

The late Bruce Lee went are perpetual rumours that 


there, just for kicks. 


Steve McQueen or Paul 


Production chief Chua Lam Newman may be on their way 
admits that excessive violence soon. The studfos boast 400 
can have a socially harmful self-contained staff apart- 
Impact on an audience, but ments, a staff of more than 
nevertheless claims that his 1500 and an air-conditioned 
films have inspired people to wardrobe Unit with precious 


build their bodies and become garments from all dynasties — 
more Ht. Like a YMCAwtth bought for. a song from the' 


real-life punchbags. 


refugees, 


Call for Broker collapse protection 


October 1978. According to the 
October Half-Yearly Em¬ 
ployment Information Survey 
conducted by the Labour 
Department, the average 
working male earnB $ 154.27 a 
week gross, while hie working 
wife gets $117.17. The national 
average income for both sexes 
is $140.65. 

But prices continue to In¬ 
crease at a rapid rate. Com¬ 
parison of prices for the 
December quarter 1978 with 
those for the December 
quarter 1977 shows that over 
that year retail prices rose by 
10.1 per emit. 

News about New Zealand’s 
balance of trade position 
continues to be good. The 
Reserve Bank’s latest figures 
for overseas exchange trans¬ 
actions show a trade surplus 
of nearly $584 million for the 
November 1978 year. This 
compares with a deficit of $105 
million for the year ended 
November 1977. 

But invisible payments 
substantially reduce these 
trade gains. For the 12 months 
ended November 1978, the 
deficit on invisible trans¬ 
actions was $998 million. As a 
result, the GET current ac¬ 
count deficit was $414 million. 

Finally, some good news for 
those still paying for their 
Christmas holidays. The 
minimum reserve assets 
which the trading banks are 
required to hold in January 
has been fixed at 43 per cent of 
demand deposits compnred 
with 51 per cent in December. 
This should make your hank 
slightly more accepting of 
your overdraft than it was last 
month. 


Melbourne Correspondent 

THE Corporation of In¬ 
surance Broken of Australia 
has launched a fresh attack on 
the Australian Government for 
its continued failure to protect 
the public against the collapse 
of insurance brokers. 

The CIBA’s national 
president, Frank Laird, said 
successive Australian 
Governments bore a major 
share of responsibility for the - 
losses sustained by the 
Melbourne broking company, 
Cyril Stanley Pty Ltd, which 
early in December went into 
liquidation owing creditors an 
estimated SA1.09 million. 

Laird claimed that the ap¬ 
pointment of liquidators to the 
company would have been 
most unlikely had the CIBA’s 
calls for broker regulation 
been heeded. 

The CIBA has been urging 
legislative control of brokers 
by the Australian Federal 
Government since 1969. 

Laird said that repeated 
warnings by the CIBA and 
other broker organisations had 
been ignored. 

He said: “Regular and 
thorough financial auditing 
would have prevented the 
accumulation of large deficits, 
and restrictions on the types of 
investment open to insurance 
brokers would have compelled 
temporarily surplus funds to 
be invested in approved 
securities.” 

The corporation also 
criticised underwriters whose 
credit policies allowed brokers 
to incur large debts. 

Laird aald it was 
significant that the largest 
debt was owed to a State in¬ 
surance office which is in¬ 
sulated to some extent from 
the constraints of normal 


commercial discipline. 

Cyril Stanley acted as agent 
for the State Government 
Insurance Office of Victoria, 
and is reported to owe it 
aimoBt $ A000,000, 

A spokesman for the State 
Government Insurance Office 
confirmed that it was owed "a 
substantial sum of money”, 
but declined to comment 
further. Government sources 
say that the company failed to 
meet a number of scheduled 
quarterly payments on policies 
with the StaLe Government 
Insurance Office, and had 
placed Itself in voluntary 
liquidation. 

The Tasmanian and South 
Australian State Government 
Insurance Offices are also 
reported to be among major 
creditors of the company. 

In addition a list of these 


creditors prepared by the 
liquidators reveals that many 
of the country's leading 
private insurers are owed 
considerable sums. 

The company’s failure has 
focused attention on the 
question of what insurance 
brokers in Australia can do 
with premiums received from 
clients before passing them on 
to the insurance company. 
This matter is the subject of a 
special study being un¬ 
dertaken by the Australian 
Law Reform Commission, 

While the CIBA’s proposals 
are seen by some insurance 
brokers aa drastic and un¬ 
warranted, the Stanley 
collapse clearly vindicates the 
persistence with which the 
group has lobbied the 
Australian Government for 
legislative control of insurance 
brokers. 
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To grow or not to grow: is that the question? 


by .1 V White 

IN 1899, Peter Propot kin 
published u series of articles in 
book form, entitled Fields, 
Factories unit Workshops 
Tt mi hi row. which extolled the 
advantages of small industry 
and communal farm 
product inn. 

II wns more than 50 years 
Inter that Dr Ed Schumacher 
published Small Is beautiful, 
in 1972, the Club of Rome 
issued I limits (n firowth. (he 
first of three books which 
embodies, in a more 
sophisticated form, the 
philosophy of Thomas Mai thus 
whn.se essay on population 
first appeared In 1798. 

Nol so long ago, the 
chairman of the Commission 
fur the Future ihore in New 
Zealand) issued a warning 
about (he likely effects of 
electronic automation on 
employment. 

Propolkln, on aristocratic 
refugee from Tsarist Russia, 
who lived mainly In Etriinin, 
was an anarchist, (one or (hose 
who dislikes government)), ail 
gave nunc ills, and sometimes 
expresses that dislike by 
throwing or planting bombs). 
Prnpotkhi was not the bomb- 
throwing type of Hnarchist. He 
was a keen student of 
economics and politics, who 
became critical of prevailing 
economic theories such as the 
international division of labour 
under which British low-cost, 
high-quality manufactures 
wore exchanged for low-cost 
foodstuffs and raw materials 
mainly from America and 
what became the British 
Dominions. 

He abhorred the conditions 
in the factories and mines, and 
deplored the decline of British 
farming. Almost the main 
theme of Fields, Factories and 
Workshops was that Britain 
could become self-sufficient in 
food, In which case the dark 
salanic mills would 
no longer be needed; nor 
would large cities growing 
ever larger and more soul-less 
and more difficult to manage. 
He also stressed that the New 
World countries would develop 
their own industries to meet 
their requirements of 
manufactured goods. 

Propotktn does not 
specifically name pollution as 
a drawback to economic 
growth. The motorcar 
scarcely existed, but there 
were tens of thousands or 
horses in cities, and the main 
source of heating and power 
was the burning of coal so that 
pre World War T cities were 
more polluted than they are 
today. 

Dr Schumacher, who, 
somewhat ironically, was 
economist to the British Coal 
Board, was one of the First to 
express doubts about 
expanding economies and 
large-scale Industry, 
particularly centralisation of 
industry in large, ever¬ 
growing cllies. He had doubts 
about Ihc economies-of-sc ale 
argument, although it is of 
interest, in retrospect, to note 
(hut countries such as Western 
Germany which adopted 
American industrial 
techniques are the ones wilh 
highest rates of economic 
growth and, in consequence, 
better welfare systems and 
with more resources available 
for cultural development. 

The environment 

II is rat wisy to pinpoint a 
time when environmental 
considerations assume major 
significance in policy 
determination. Certainly, the 
smoke pollution problem in 
London was tackled and Botved 
many years ago. But the 
environmental lobby haa 
many new faces, and 
environmentalists cover a' 
broad spectrum both in the 
number of facets of the 
problem they attempt to deal 


with, and the intensity of 
feeling displayed. 

There is, for example, a 
wide gap between those 
environmentalists completely 
opposed to growth in almost 
any form who consistently 
refuse to Face simple facts, 
and the many sincere people 
who realise that growth is 
necessary but hope (hat it can 
he achieved wilh a minimum 
of damage to what they see aa 
the natural environment. 
Others do not have any 
philosophical objection to the 
good life but consider that the 
world is rapidly running out of 
resources and that the use of 
remaining resources must be 
drastically reduced- 
others are more concerned 
with what they see as the 
problem of too large n share of 
the world's resources being 
used by a relatively small 
proportion of the global 
population in the few richer 
countries, and they wont the 
rich to give more to the poorer 
countries. 

(Tub of Rome 

This is where the Club of 
Romo came in. Its first work 
was Limits to Growth. This 
wus based on results from a 
computer model constructed 
by a group in the 
Massachusetts Institute of 
Technology, and presented a 
disturbing picture of a world 
running out of resources at a 
rapid rate. Now pretty much 
discredited, the book had 
considerable impact at the 
time. Its general theme, if not 
the detail, is built Into die 
conscious and subconscious of 
the more extreme 
environmentalists. It was the 
sort of message many had 
been waiting for. 

The fact (hat a computer had 
been used impressed many 
who seemed to have the Idea 
that in some arcane fashion 
the computer had done the job 
itself. 

The Club of Rome has 
produced two more books, 
Mankind at the Turning Point, 
which develops further the 
(heme of Limits to Growth, 
and Reconstructing the 
International Order, which 
concedes that Limits to 
Growth “over-dramatised the 
situation", a euphemism for a 
work which attempted to 
produce firm, even dogmatic, 
conclusions from slender 
evidence. 

Restructuring the In- 
iematlonal Order is concerned 
more with ways of aiding the 
development of Third World 
countries, but unfortunately 
lays almost total stress on the 
developed world sharing Ms 
wealth with the poorer 
countries. Such a policy has 
strong emotional appeal and Is 
predictable from a body such 
as the World Council of 
Churches, or the now almost 
totally politically motivated 
United Nations General 
Assembly. The transfer of a 
significant proportion of the 
wealth of the developed world 
to Third World countries would 
be difficult to carry out in 
practical terms, but the 
benefiltodeveloping countries 
would be limited and brief, and 
in the longer term, would 
undercut their real chances of 
development. 

Everyone may not agree, 
but the point is that such 
arguments lose sight of the 
real issue - what is the true 
position regarding world 
resources? Clearly, if vital 
resources such as energy and 
food potential are 
circumscribed by sheer 
physical shortage, then the 
argument for more equitable 
Use of those limited resources 
gains validity. 

rt would, of course, involve 
some sort of World 
Government, which would also 
have to take steps to curb rates 
of population increase. Such a 


body would have to be 
completely authoritarian, with 
powers to impose and monitor 
a wide range of sanctions, 
supported If necessary by 
force. But such a body would 
not work. Most of its resources 
would he absorbed in putting 
down "rebellions” and dealing 
with appeals and protests, 
and, being composed of 
ordinary mortals, would be no 


could be lower or higher — 
even the lowest likely figure 
will be vastly higher than 
today’s level. 

U may seem unrealistic to 
look 200 years ahead, but the 
institute was not forecasting. 
It has assessed the physical 
scope of world resources and, 
taking account of problems, 
has assessed what Is 
physically possible in the light 
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POLLUTlON-drawback to growth? 



POPULATION...flattening out of growth assumed 


more and no less wise, 
competent, objective, or even 
corruptible, than are 
governments of individual 
countries. 

Other initiatives 

Fortunately, it will not be 
necessary to undertake such a 
foolhardy experiment. The 
world is not going to be short of 
physical resources. Limits to 
Growth, in spite of its faults, 
did Inspire Initiatives by other 
research institutes. Two of 
these have undertaken similar 
studies, but In much greater 
depth and with much greater 
objectivity. One of these is the 
Hudson Institute under Dr 
Hermann Kahn; another is the 
Edison Electric Institute. 

This latter, as the name 
implies, is more concerned 
with energy (which was, in 
any case, the basic 
consideration in Limits to 
Growth) but in Its study 
Economic Growth in Ihe 
Future, goes well beyond the 
energy question. 

The results of the Hudson 
work are published in a simply 
written, readable book, The 
Next 200 Years. It is less 
detailed and technical than the 
Edison report, which presents 
a fair summary of both pro- 
and anti-growth arguments. 

Bui the message which 
comes out loud and clear from 
both projects is that in respect 
to supplies of energy, raw 
materials and food, there will 
be ample for several times the 
present population. 

The essence of the Hudson 
report can be gauged from the 
first few lines of the 
Ini reduction: "The scenario 
presented, elaborated and 
tested In this book can be 
summarised with the general 
statement that 200 years ago 
almost everywhere human 
beings were comparatively 
few, poor, and at the mercy of 
ihe forces of nature, and 200 
years from now we expect, 
almost everywhere they will 
be numerous, rich and in 
control of the forces of 
nature." 

The study assumes a flat¬ 
tening out of world population 
growth (growth rates are 
boning to drop) at 16,000 
million (about four times the 
present level) and assesses 
that this level of population 
coidd have per-head incomes 
Of $20,000 (US at 1975 prices), 
but stresses that these figures 


of present knowledge and 
technology will Increase and 
develop. The Edison report 
looks at the position as it is 
likely to be In 2000 (as also 
does another Hudson report) 
but clearly this is far too short 
a Ume span in which to look at 
the future of human beings. 

Population problem 

While the Hudson -report 
emphasises that the 
population figure of 16,000 
million is flexible, and could 
range from 10,000 million to 
25,000 million, even the higher 
figure represents a marked 
reduction in the rate of 
population growth of the past 
few decades; a doubling about 
every 30 to 35 years, which 
would mean the world 
population going from the 
present 4000 million to 25,000 
million within the lifetime of a 
baby born today. 

The curbing of present rales 
of population increase, 
particularly in developing 
countries, is likely to present a 
more formidable obstacle to 
ensuring a happier future for 
humankind than the technical 
problems of nuclear fusion or 
developing techniques for 
extracting minerals from the 
sea. Developed countries 
should refuse aid to those 
developing countries which do 
not undertake vigorous 
campaigns of birth control, 
otherwise any aid given, while 
it may slightly alleviate 
present hardships, will result 
in virtually insoluble problems 
at a future date. Can one 
picture, for example, the 
population of India going from 
its present 600 million to 2400 
million (three-fifths of the 
world’s present population) in 
less than 50 years? 

In the light of public feeling 
about environmental 
problems, however Hl- 
informed and emotionally 
based much of it is, both 
projects made full allowance 
for the environmental Impact 
of further development. In 
fact, the Hudson people assess 
that population and income 
levels could be achieved with a 
greatly improved quality of 
life. ■■■•< '• 

Implications of 
optimistic assessments 
' Acceptance of the Hudson 
findings (even if less than 100 
• per cent, which is more than 
likely) Has considerable 


implications for just about 
every aspect of human 
thinking — political, 
economic, social, even 
spiritual. For example, n 
world where population hns 
seriously outrun physical 
resources demands a different 
type of political and economic 
system from one where 
resources are adequate. 

We now have a .situation 
where: 

1. Resources are adequate to 
provide, on the basis of present 
knowledge, high living 
standards for population of up 
to 20 or 25 billion; 

2. To keep population down 
to (his apparently high level 
will require considerable 
effort, both nationally and 
Internationally, and some 
fairly drastic changes In 
thinking especially in some 
religious thinking; 

3. The attainment of the 
sorts of growth levels en¬ 
visaged will require con¬ 
siderable effort not only in 
terms of physical and human 
investment, but even more in 
changes in thinking. 

In a world where the 
quantum of wealth is limited, 
even declining, philosophies 
which emphasise re¬ 
distribution of wealth have 
logical and humanitarian 
appeal. But in a world with 
adequate physical resources, 
emphasis on rc-distributlon 
will hinder development as 
well as being in conflict with 
human rightB, 

Thus, the background to 
future political line-ups is 
likely to be much more 
complicated than in the past, 
where a two-party system hns 
operated what has been pretty 
much a “have" versus "have- 
not" exercise. In future, 
groupings could become much 
more complicated and one can 
Imagine something like the 
following: 

(a > Those who, accepting the 
availability of resources, 
maintain that development 
can be moat rapid and most 
effective by giving Industry 
and enterprise a reasonable 
share of the fruits of their 
enterprise and labours. Even 
though this will result in some 
inequality of incomes, even the 
lower ones would be much 
higher than under any other 
system; 

(b l Those who, accepting the 
availability of resources nnd 
the technical capacity for 
development, consider that 
this can be achieved moBl 
effectively, and most 
equitably, by governments' 
owning resources and industry 
and directing what should be 
produced, how much, and 
where people should work; 

tc) Those who accept the 
availability of resources 
thesis, but do not consider that 
development is In the interests 
of mankind. For example, 
we would • have those who 
consider that while the 
development Is technically 
possible, changes to the 
environment will outweigh the 
benefits. Opposing them 
would be those who 
accept that development is 
possible without serious net 
damage to the environment, 
even though there must be 
changes, but who consider that 
economic growth will not 
make people happier and that 
we should all tie doing our own 
thing, which would mean that 
the ideal society would be 
predominantly rural with very 
simple living standards. 

Few people want this, and 
few of those Who say they do 
would face up to it in practice; 
which 1 b just as well as it would 
be quite Impracticable in most 
countries. 

The fourth item of the brief 
chronology with which I began 
; this article ■ referred to a' 
statement by the chairman of 
the ; Commission for the 
Fqturti, regarding likely. 


increased unemployment 
through electronic 
mechanisation. What is the 
connection between this and 
problems of world resources? 
Only that one of the future 
problems will Ik- how to make 
use of increased leisure. 

In the past, mechanisation 
does not seem to have been a 
major cause of unem¬ 
ployment. As incomes have 
increased, a larger proportion f 
of the work force hns hc-come 
absorbed In servicing in¬ 
dustries — now some 75 per 
cent In America. 
Nevertheless, rilling in non¬ 
working time will present 
difficulties to many people, 
and emphasises the need for 
facilities for (raining for 
leisure as well ns for work. 
Increased leisure may take the 
form of shorter working hours 
or earlier retirement or both. 
But relative to the major 
difficulties of the future, use of 
increased leisure hours or 
years should not loom too 
largely. 

The three major areas of 
concern seem likely to be: 

1. The battleground of 
"haves" versus "have-nots", 
both within countries and 
between nations. It is, though, 
n conflict which will diminish 
us real Incomes grow; 

2. How lo curb rates of 
population growth to stabilise 
population numbers at levels 
compatible with available 
resources and with reasonable 
standards of physical and 
psychological comfort; 
sufficient open spaces to be 
able lo get away from each 
other; 

3. The excessive enthusiasm 
of environmentalists who, in 
democratic countries, are 
beginning to wield power out of 
proportion lo the validity or 
significance of the causes they 
argue. This is likely lo give 
countries with auliioriinrinn 
regimes considerable 
advantage over democracies, 
but maybe this is what at least 
some of (he environmentnllsts 
want. 

Implications for 
New Zealand 

The question of which Is 
right, (ho growth sehuol or no¬ 
growth school, has great 
implications for tills country. 
We depend on exports, and » 
large proportion of (hose 
exjKirtH will find markets only 
in countries with high, or 
relatively high, living 
standards. This is true not only 
of our traditional products, but 
even more so of many non- 
traditional products now being 
developed. 

We cannot forcsco, with any 
precision, whether world 
economics will grow or nl what 
rale .. . neither the Planning 
Council nor ihc Commission 
for the Future con tell us that. 

But, in an address to the 
Institute of Agricultural 
Science recently, Dr E M 
Ojala, a New Zealand 
economist who Tor years held 
one of the Lop positions with 
the Food and Agriculture 
Organisation, indicated that 
preliminary findings from the 
recent work of FAO suggested 
that we should not have any 
insuperable difficulties in 
finding markets. 

This would be in line with the ' 
Edison Institute's report, and ' 
the longer-term projections of. 
Herman Kahn. Let’s hope that 
the Planning Council soon gelfl 
8tuck in to the preparation of a 
programme for development 
which will take advantage of 
the opportunities and aq ■ 
safeguard our future. At. 
present, the council seems 
rather like Hantlet’s native 
hue of resolution . . , 

• "Sicklied O’er with the pale / 
cast of . thought, And 1 , 
enterprises of great pith add 1 
moment. With this regard.. 1 
their currents turn awry, And . 
|ose the name of actlon ", .V 
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FM band cash in RT makers’ coffers 


by John (Sullies 

ALTHOUGH FM broadcasting 
hasn’t begun in Now Zealand, 
some in the radio trade ure 
already making a profit from 
it. 

Perhaps the New Zealand 
Post Office made a mistake in 
the late 1940s when land mobile 
services were put into n sec¬ 
tion of Ihe radio spectrum 
which had been reserved 
overseas for FM broad¬ 
casting. 

Blit it now menus cash in the 
coffers of radio tele phono 
manufacturers who ure selling 
new equipment lo users. They 
have lapped a market which 
would not have been there, 
except for u change in spec¬ 
trum planning 

An FM Advisory Cnmmillcc 
was established under the 
chairmanship nf Ihe Broad¬ 
casting Council of New 
Zealand wiih members from 
the BCNZ. Radio New 
Zealand, the New Zealand Post 
Office and the Federation of 
Independent Commercial 
Broadcasters. This committee 
set up a technical sub¬ 
committee to establish the 


criteria based on world 
recommendations for the 
planned introduction of an FM 
broadcasting service, aiid in 
particular the frequency 
planning as tills affected other 
Very Higii Frequency ser¬ 
vices. The delay is in the 
publication of the report. 

There are probably tens of 
thousands of FM receivers in 
(he country, brought in by 
tourists, bul they can listen to 
only taxis and trucks. 

Various groups in New 
Zealand have expressed In¬ 
terest in FM. A pirate FM 
broadcasting station operated 
in 1977 in Auckinnd until radio 
inspectors closed it down, und 
an organisation in New lands, a 
suburb of Wellington, has an 
FM hmudcusUng society. It 
buill a transmitter, but lias 
hern unable to get a licence. 

It is easier to set up an FM 
station than an AM station — 
transmitters ure smaller, and 
liiere is no requirement for an 
elaborate aerial mast and 
earth mat on some remote site 
on the edge of the city. Capital 
investment can be low; an FM 
station can be run on a 
shoestring. 


Exchange rates 

As at 18th January 1978 $1NZ is worth: 


Australia 

Britain 

Canada 

Fiji 

Japan 

West Germany 

USA 

Austria 

Belgium 

China 

Denmark 

France 

Greece 

Hong Kong 

India 

Italy 


THINK 

THINK 

THINK 


.9256 

Malaysia 

2.3137 

.5265 

Netherlands 

2.0887 

1.2547 

New Caledonia 


.8669 

and Tahiti 

80.75 

206.08 

Norway 

5.3041 

1.9353 

Pakistan 

10.37 

1.0541 

Pupua-Ncw Guinea 

.7273 

14.15 

Portugal 

49.00 

3U.48 

Slngajwre 

2.2732 

l .60)14 

South Africa 

.9134 

5.3720 

Spain 

Sri I^tiika 

73.28 

15.93 


Sweden 

4.5516 

.17.81) 

Switzerland 

1.7506 

a.mm 

Weslern Samoa 

.7524 

K.5527 

Selling rales supplied by CBA 

874.30 

Bank 



.COMPUTERS 

WORD PROCESSING 
.SERVICE 


THINK 



COMPUTER LIMITED 
PHONE Auckland 540116 Wellington 843-262 


Subscribe to 
National Business 
Review 
now... 
and save 


25 per cent 


When you subscribe to National Business 
Review, you receive 48 issues of New 
New Zealand's leading and liveliest business 
publication (news stand price $19.20), and 
NBR Outlook, New Zealand's only compre¬ 
hensive annual predictive analysis of political, 
economic and business trends ($1.00). 

Subscribe now and you save;: a vary Worth- 
while 25 per cent on the National Business >: 
Raview/NBR Outlook cover price of $20.20. 

Cash price $20.20 ./ ,• \- 

... subscription price $15.00. 

To take advantage of theNBR subscription 
offer, simply fill, in the Pourth Estate : f 
Subscription Service cotippn elsevyhetfl[ iri : . 
this issue. "■*. i f'k >■'« 

: V:>; 'f-'l | cf.r. 1 


RUt.%fc 

THE MEDIA 


la (lie United Slates, FM was 
originally tied to (he youth and 
ghetto (.’(immunities, and the 
stations there supported 
community issues far more 
than AM stations. 

The introduction of FM to 
the United States, where it was 
invented, was nol smooth. 
Depending on the books you 
read, it is said that K was 
suppressed by the RCA 
Company in the 1930s and 
again in the 1940s to enable the 
introduction of television, 
which would provide larger 
profits. As a result, FM didn't 
really get going until the 1960s. 

FM was largely Invented by 
Edwin Armstrong, who was 
involved with RCA as an in¬ 
ventor of various circuit 
devices which it used. He came 


up with the process of 
modulating the frequency of 
radio waves, hence Frequency 
Moduiat Ion, as against the 
modulating of the am¬ 
plitude (Amplitude Modula¬ 
tion). This was in 1923 
when lie was working at 
Columbia University. In 1924, 
RCA allowed Armstrong to use 
the Empire State Building for 
transmission, the top of which 
was a mast for radio tran¬ 
smissions of many kinds. 

In those days. RCA was not 
interested in FM, and in 1935 it 
asked Armstrong to leave the 
building, and shortly af¬ 
terwards announced a $12 
million corporate commitment 
lo research nnd develop 
television. 

In 1936, Armstrong went to 
the Federal Communications 
Commission asking for 
spectrum space for FM 
transmission, and was ruled 
against. But in 1939, he got 
channel one of the American 
TV band allocated to FM 
transmission. He contracted 
General Electric to build 25 
FM receivers for demon¬ 
stration purposes. Then such 
companies as Slromberg- 
Carlson, Western Electric and 
Zenith started making them. 

The first scheduled 
broadcusl by FM was in July 
L03G from Armstrong's 


transmitter, using the callsign 
W2XMN, in Alpine New Jer¬ 
sey. 

After World War II, there 
was an attempt to move FM up 
on to the ultra high frequencies 
and its future didn't look 
bright. In the first nine months 
of 1946, only 80,000 FM radio 
receivers were produced, 
compared to 6.5 million new 
AM radios. 

Armstrong sued RCA in 1948 
for using his FM devices in its 
television sets — even In New 
Zealand TV sound is FM — and 
in despair committed suicide 
by walking out of the thir¬ 
teenth storey window of his 
apartment. A few months 
later, RCA settled with his 
widow for $1 million and 
unlimited reproduction rights 
on patents. 

There's nothing magical 
about FM as such; AM would 
work just as well on the 
frequencies where FM stations 
do operate — perhaps belter, 
in the opinion of some New 
Zealand radio engineers. Our 
communications services 
operating in the land mobile 
service use AM. Overseas, on 
similar frequencies, FM is 
usual. 

Roughly 88 to 108 MHz Is now 
considered lo be FM broad¬ 
casting territory, bul in New 
Zealand the band 94 to tog MHz 


is used by land mobile ser¬ 
vices. 

The NZPO commenced its 
land mobile services In 1948 
and presumably the PO wasn't 
aware of the battle between 
RCA and Armstrong for the 
spectrum space around 100 
MHz. 

So the PO has to shift the 
land mobile services currently 
operating in Ihe tower half of 
the94 MHz to to8 MHz band, to 
the consternation of many 
users. 

The move out of this section 
of the spectrum will be done in 
an orderly fashion as existing 
land mobile equipment 
roaches the end of its economic 
life — at least that's how ihe 
Post Office has planned it. It 
has said in letters to sub¬ 
scribers over the past few 
years. 

So when will FM arrive? 

In June 1978, the Minister of 
Broadcasting, Hugh Tem¬ 
pleton, said that no Govern¬ 
ment decision on FM broad¬ 
casts in New Zealand was 
expected that year. 

"The various considerations 
surrounding ihe introduction 
of FM broadcasting to this 
country are still being 
examined by an FM planning 
committee which is 
representative of the various 
interests concerned." 
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risks to 
yourself 

It is well known that product or 
process development is a risky 
business. Big money can be at stake 
for long periods before the product 
reaches a marketable stage and you 
see a return on your investment. 

As a result many manufacturers refuse 
to commit themselves to development 
programmes. 

The answer is not to try and go It alone. 
The Applied Technology Programme, 
administered by the Development 
Finance Corporation (DFC), is 
designed to help out in this area. 
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ITS SOMETHING WE KNOW RttKWflPlK 


.. .. ^ ^ s something we know well in am/ 

direction. Backwards and forwards. y 

to ao to halfwa Y around the world 

We Sn^" 35 “«“ ** *» 

( . Frequency that enables you to aet to niappc 
when you need to be there 9 P ces 

FrankfiSlS like 10 f ! igh,s to London per week- 

Sk Rahrih in?- r week; Athens 5 timesper ' 
weeK, oanram 10 times per week* Sinnannrp i o 

SW"®*: Hong King 7 ffisgS 

ky twice weekly, Manila 4 times per week; and 


Tasnwi Wee ^ There are dai| y trans ~ 

theseWgSWoS *“ “ ama wilh 1,11 

See your Qantas travel aaent Hp knnwQ 
everythingthere is to know about Qantas frequency 

rnmnam n your Ime ls costing you or your 

Or: ,('V '' •’ ; ' ' • ! 

WHEN vdur business is going places. 
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SPTV’s 1979 
advertising 
approach 

SOUTH rACIFIC TV will 
Introduce ai.'w six-line rate 
card this year, which will 
replace the present three-line 
card. 

The new rates will become 
effective on March 5. 

SPTV sales and marketing 
director Maurice Urlich said 
he had two objectives in in¬ 
troducing the new system: to 
introduce rates that were cost 
effective as far as the national 
advertiser was concerned by 
giving the media buyer a 
greater range of options; 
to consolidate and develop 
SPTV’s regional ad selling. 

Advertising rates have also 
gone up. For example, the 
present 30-second programme 
national slot costing $1040 will 
go up to $1090 — an increase of 
4,6 per cent. 

The Increased rates were 
approved by Trade and In¬ 
dustry late last year. 

SPTV will increase its 
coverage from 85 per cent to 
more than 90 per cent of the 
country by mid summer, with 
a new translator which will 
add close to 60,000 people to 
SPTV's viewing audience. 

SPTV will put the greatest 
emphasis on selling regional 
ads. About 35 per cent of its 
current revenue comes from 
this soureo. Urlich said he 
would like to see the figure 
increase to 40 per cent. 

The new rate structure gives 
3 minutes pur hour to regional 
ads over four commercial days 
and the balance (6 to 7 minutes i 
to national advertising, 

Urlich snid he was con¬ 
sidering increasing the 
regional ad lime to 4 minutes 
an hour. 

From March, Saturdays will 
be reserved for network ad¬ 
vertising. 

While SPTV’s retail ud sales 
have been good in Auckland, 
the channel has received poor 
support from (he rest of the 
country. 

The answer, said Urlich, lay 
in winning support from the 
advertising agencies. He snid 
he had no desire to compete 
with private enterprise, either 
In advertising sales or 
production. SPTV would 
perform these functions only 
where private enterprise did 
not provide (he service, he 
Bald. 

The bulk of SPTV’s 
Auckland regional advertising 
oame from agencies, he said. 
“*Ty, like other electronic 
aia, has an advantage 
because, unlike newspapers, it 
gives the agencies a 20 per cent 
commission for placing retail 
advertising. 

Outside Auckland, the 
agencies do not push SPTV. 

chuJ?h St ld that ln Chrlsl - 
Sf„n h ? *** cent of SPTV’s 
reuiil ads are sold through 

SKfs and 50 per cent by 
Si JTVs own salesmen. 

a B ^ 6lllngt0n 3nd Dunedin, 

8U ?, P °n t for SPTV 18 

tt/ 11 - So, Urlich said, 
he would reallocate his sales 

strong *? Ve greatBr 83188 
££5*1 t0 3r838 ontsMe 

^wXto„ and 

-SPY 3180 “tobllshing a 
pS* 83188 ^Slon based at 
almerston .North. Originally 

vSuf lmer8ton North ad ‘ 

verUsements will be broadcast 

(Waiktr 1 n f the Gre ®nbelt 
Cn,mVl to, » Bay of Plenty, King 
fiutlirib iJ aw ,j e8 Bay) region, 
split ^!f Ch8 f ld 1,8h °P®d mra 

new u n to create 3 

re Blonal broadcasting 

movesj 

north 

22SON Gestro Ijlorne 

has moved itt 
™ ofIiCB from Harailtoij to 
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Auckland. 

Three of the four directors, 
Graeme Horne, Colin Gestro 
and Jim Little, have set up 
shop in Symonds Street. 

The fourth director, Tom 
Short, has stayed behind in 
Hamilton, maintaining a 
service office there with two 
other staff. 

The Auckland operation was 
previously a service office in 
Liverpool Street, run by a staff 
of five. The directors are 
keeping quiet about what the 
[8-stroug staff they anticipate 
having in Auckland will be 
doing. Or more precisely, who 
they’ll he doing il for. 
‘■Basically there’s more 
business in Auckland," said 
Little. 

He agreed there was already n 
an ahundance of agencies in 
Auckland, Imi “we are quite 
sure there is room for us". 

Little wouldn't comment on 
what new business for BGH 
hud been picked up to justify 
the agency’s considerable 
expansion. But he did sny BGH 
had doubled Us turnover in (lie 
last 12 months. “And we 
weren't starting from a liny 
base either," he said. 

BGH was cat a 1)1 ished in 
lluiijilloji l» years ago. It was 
urn*of four agencies in the city, 
only two of which had 
accreditation, including BGH. 

Women give 
thumbs down 

WOMEN'S WEAR - INL’s at- 
templ to enter the women's 
market — died after only 
seven Issues. The whole 
episode leaves unanswered the 
question ns to whclhcr there Is 
scope for another New Zealand 
women's publication. 

In the last five years Eve, 
Thursday, NZ Woman, Family 
f.ircle and the newstand 
editions of Apparel have also 
censed; nt least one major 
project was stillborn; and all 
that survive on the news¬ 
stands aro Woman's Weekly, 
occasional Ibsuos of City Girl, 
and the monthly radical- 
feminist Broadsheet. 

INL’s attempt — a formula 
acknowledged at the end to be 
wrong — was a 40,000-print 
weekly tabloid, black except 
for a spot-colour front, soiling 
In the North Island only. 

The marketing idea behind 
this was never clear. If It was 
to tap the boutique and fashion 
market, a base In Hamilton 
and features on Marilyn 
Waring, Alister Taylor, and 
Raewvn Beetham seemed 
unlikely to help. 

In Australia and the United 
States, tabloids have enabled 
publishers to make low-cost 
breaks into markets — but it ls 
doubtful thal they BUit the 
women's field. Marketing to 
women needs a quality print 
format — or at least excellent 
four-colour printing. Women's 
Wear, though carefully laid out 
to a magazine-style system, 
hadneltber to offer—and thus 
had nb advertisers either. .. 

But it is understood that \t 
was not so much the ad* 
ivertislrig failure which 
brought the paper's eqrly 
deaths as signs that a dr- 
> dilation risfe waft impossible. 

Tbp paper (Jepemjed.on selling 
. 26,000 copies per week at. 60 
centB per copy. Not; only did 

S , Issues 'not : reach this 
L but With .each Issue s' 

[ number of;- outleta in-' 
floated they djdiwt wifth to 
oi.'"V*. 


! stock the paper. 

This retailer reaction, of 
course, was a reflection of the 
PuMlc s reaction; but it meant 
that the paper’s prospects of 
breaking out of the low saies- 

HJf ver !! Blng cyc,e we « 

quickly extinguished. 

The concept of a paper which 
began as a weekly seems to be 
wrong. At no stage did 
Women s Wear show that it 
had anything to say which 
needed such frequency of 
publication; while the 50 cent 
Per copy price meant that 
1 egtUar purchasing was 
unlikely. Despite its access to 
overseas material, notably 
from Women's Wear Dally, the 
paper failed to become a 
substitute for overseas 
magazines, yet did not become 
a New Zealand fashion 
magazine either. The few New 
Zealand fashions which were 
included were not ac¬ 
companied by any indication 
of where they might be bought 
Normally, the sight of a 
large newspaper group 
financing an experimental 
publication would be welcome 
In New Zealand. In the present 
instance, however, the 
exercise reveals that INL has 
little understanding of the 
women’s market. 


Economic 

thinking 

REG BIRCHFIELD in 
Soapbox makes the very error 
which prevents the political 
parties from carrying out their 
repeated promises to give the 
dollar stable purchasing 
power. That error is so deeply 
embedded in the whole thought 
structure of our culture that it 
Is incorporated Into language 
itself. ^ 

That failure to think clearly 
is expressed in the whole 
complex of ideas which 
assumes that there is a 
quantity of money In existence 
which is independent from the 
total of Incomes. It is reflected 
in the learned arguments of 
academic economists as to 
just what constitutes MONEY. 
Ml, M2, etc., which are sup¬ 
posed to be the elements of 
“the quantity of money". 

Current earning efforts are 
the energy which generate the 
current siream of goods and 
services which are being 
produced. The right to lake 
part of that stream is given 
hv income. The goods and ser¬ 



vices which physically con¬ 
stitute that stream are the real 
income. Money income gives 
the rights to take from that 
real stream. The confusion in 
the whole concept structure of 
ideas which assumes that 
there is some "quantity of 
money" independent of the 
sum of all incomes is the root 
cause why politicians cannot 
implement their promises to 
give the dollar stable pur¬ 
chasing power. Money in¬ 
comes cannot give a total of 
real incomes greater than the 
current real stream of goods 
and services. That is 
physically impossible. Only 
Social Credit has the magic to 


do the impossible. 

Not only is the whole 
economic thought structure 
astray from reality, but those 
ideas are embodied in 
monetary, fiscal, financial and 
accounting practices. World 
wide inflation and the erosion 
of the purchasing power of the 
dollar, franc, mark, yen, etc. is 
going to get worse and keep on 
getting worse for a very Jong 
time. 

Politicians cannot keep their 
promises to fight inflation and 
reduce the shrinkage of the 
size of money units. The 
hardships of unemployment, 
the loss of savings and the 
general maladjustments of 
stagflation will persist for a 
long while. Changing ideas and 
practices which are in¬ 
corporated into world culture 
will be a slow process. 

The great need to think 
again opens tremendous op¬ 
portunities for those with the 
imagination, energy and 
courage to lead. Thai will 
require a different breed of 
politicians than those now 
governing New Zealand. 

John R Perkins, 
Taurunga. 
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kith ,llt,fi Kures were all in for lbe.vcar ending Juno 
l™’ tans-Tasma" trade was found to be worth a record one 
mllion and fifty nine million dollars. 

Of this. Union Company vessels carried just over$770m 
/ , ( 1 ) l , I c ; ra . f,l, « continuously between Australia and New 
Zealand, Union Company's fleet of modem roll-on, roll-off 
vessels delivered more than a million tonnes of manufactured 
goods, raw materials and a wide range of other products safely 
and softly, making a mayor contribution to total trade. 

ilie big question now is, how much this yeai? 
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WINEDRINKERS 

which NZ wine co. won 
the most medals for its 

taMe wines in 1978? 

[ Villa Maria If this surprises you readon 

RESEARCH RECENTLY CONDUCTED REVEALED THAT FEVi 
TABLE WINE DRINKERS ARE AWARE THAT VILLA MARIA I, 
A CONSISTENT PRODUCER OF TOP QUALITY WINES 
THAT’S OUR FAULT FOR NOT LETTING YOU KNOW 
WE HOPE TO RECT IFY THAT PROBLEMWITHTHESE FACll 

————— MBSUNOS 


The surprising facts are: 

1 Villa Maria won a total of 46 Medals in the two 
* competitions jn 1976 - the Easter Show In March and the 
i Hu competition in November. These medals were 
awarded to a total of 35 of our wines (some wines won 
medals In both shows). 

p Though we won the most medals for table wines one other 
company equalled Villa Marla's 46 medals; no one 
surpassed this total, however. 

O One major wine company did not compete in the Easter 
4 611 lf 11 ha . d ( an ° Buen assuming they had done 
well) the fact remains that Villa Maria wines performed 
exceptionally well. 

A Villa Maria's 1978 perfomance is a culmination of an 
increasing domination of medals over the past three years 
indicating a consistency of quality. For example, our wines 
won a total of 37 medals In the two 1977 shows. 
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iie aping profits from the field of data-logging 

hv Allan Parker —--—--- O 


by Allan Parker 
THE major trend in industrial 
production — and. to a lesser 
degree, in commercial use — 
throughout the 19Bos will be the 
application of computer 
technology. 

If New Zealand industry is to 
remain competitive and 
sophisticated, U will need to 
invest increasing amounts of 
capital to provide computer 
systems for its production and 
back-up services. 

Of course, computers are not 
new to New Zealand; many 
companies have already 
established computer-run 
technology in factories and 
warehouses. Numerically- 
controlled machine (uols, for 
example, are becoming if not 
common-place, more obvious. 

New Zealand relies iieaviiy 
on imported technology to up¬ 
grade and modernise. Millions 
of dollars a year are spent 
importing this equipment. 

But now a small New 
Zealand company is at¬ 
tempting to build a base of 
knowledge and experience in 
making computer systems 
locally. 

And, remarkably, only 10 
per cent of the value of the 
equipment being made is 
imported. 

The company is Solid 
State Equipment Ltd, and 
operates from the bottom of 
the Wainuiomata Hill in 
Wellington's Hutl Valley. 

The computer systems it is 
making offer a number of 
valuable services for 
researchers in the field of data 
logging and increasingly, in 
Industrial applications. 

Solid State was formed in 
1971 by two former DS1K 
“boffins” who worked In the 
Physics and Engineering 
Laboratory at Grncefield. 
George Jones was an elec¬ 
tronics scientist, ami Neil 
Poletti an electronics 
technician. 

But the roots of Iho company 
go back to 1967, when the two 
men worked evenings to build 
navigation lights for harbours. 
These proved successful 
enough to launch the full-time 
company. 

Later products included 
emergency lighting systems 
for buildings. 

"Thoy were,” says Jones, 
"standard electronics 
products which allowed us to 
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George Jones with home-made printed circuits. 


build up the company." 

And they allowed Jones and 
Poletti to move into the then- 
infant world of the micro¬ 
processor — those liny bits of 
silicon chip which arc the 
controlling element of 
tomorrow's computers. 

These remarkable silicon 
chips arc so small that two or 
three will fit onto a fingcrnnil. 
Yet, for example, the micro¬ 
processors that Jones and 
Poletti work with contain up to 
16,000 transistors. 

Recalls Jones: "Micro¬ 
processors were u very young 
iudtiutry then — not just in 
New Zeniand but throughout 
the world. 

"We decided that this was 
the way the electronics in¬ 
dustry must go and we had to 
go with It." 

Thu approach was from the 
ground up. Rather than import 
completely built-up printed 


circuits, the company has 
insisted on building up Its own 
printed circuitry for use in the 
computer systems. 

In many ways, it's a classic 
example of New Zealand 
adaptability and ingenuity, 


The frames Into which these 
printed circuit cards are 
slotted are manufactured In 
New Zealand, as are the 
protective coverings. 

The designers have added a 
few touches of their own to 
enhance the system’s per¬ 
formance. 

For example, they have 
designed their base model — a 
data logging system — with a 
low power consumption so that 
it will run on batteries for 
a lengthy period. 

And they found that im¬ 
proved technology in the 
componentry — plus some 
design additions—allows their 
equipment to be used in con¬ 
ditions not normally 
associated with sophisticated 
computer systems. The Solid 
State systems can be left 
outside in most weather 
conditions. 

Another refinement is the 
use of cassette tapes to record 
the information being 
gathered by the system. The 
tape Is then removed and run 
through another system to 
retrieve the information. 

The application of these 
three factors allows their mini¬ 
computer systems (one so 
small it looks like a iuneh-boxj 
to be left on a mountain top for 
a month recording rainfall 
data. The cassette tape is then 
collected and taken away for 
the Information to be 
retrieved. The batteries and 
tape are replaced and the 
equipment left standing for 
another month. 

Jones reports that a staff 
member recently visited a 
major computer exhibition in 
the United States but could 


technology available. 

For instance, the boards 
upon which the printed circuits 
are built are Imported. Certain 
electronic components, too, 
are imported, such as the 
microprocessor Itself. 

Hut that's the extent of the 
Imported content. The com¬ 
pany designs Us own printed 
circuits for specific ap¬ 
plications and then constructs 
the printed circuit which will 
control the system using the 
same photo-process system 
that is used overseas to 
manufacture the 
microprocessors. 


Fare deal foremost for Air NZ 


TRANSPORT Minister Colin 
wcLachlan and Air Now 
Zealand have some hard 
commercial decisions to fuee 
Sii? V he coraI »g weeks 

^ rlll 1 Qrfecl not only the 
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„ a cheaper fare. 

and U ifV* 16 H t r ll ne i stop-over 


Unleas (ho airline can really 
puli something out of Lhe bog, 
an ail-yoar-round excursion 
fare of nbout $1000 to London 
and Europe would be the same 
or cheaper as Far as the New the Americans, and posBlbly nd^s^ H comnut er 

Zealand traveller Is concerned they have talked to the toallllUieSencv 

Ihnn the Australian seasonal Australians again, a process ^ 

fares once a trans-Tasman which should take until late a A company ■* W anta to 

flight is added to the cost. March. establish a microwave link 

A seasonal fare from The new Pacific fare regime between two stations. By 
New Zealand, based perhaps under which Qantas sells three, logging readings 170 times a 
on a two-season concept, seasonal fares In Australia, second for some months, a 
cannot be ruled out until Air end the American airlines, Solid State mini-computer can 


pany designs ils own printed s A Bys tem to take in- 
circuits for specific ap- formation from factory 
plications and then constructs machines and log the rotation 
the primed circuit which will of machines. This is designed 
control the system using the to provide Information for a 
same photo-process system company's bonus incentive 
that is used overseas to scheme and to pinpoint areas 
manufacture the 0 f WB gte; 
microprocessors. • A mechanical workshop 

”—;--- wants information about what 

\ 11* 1ST / machines are working on what 

xli J.1 i—i jobs for how long. The In- 

Zealand end until the “S-ttSSi a " 


Australians have talked to us 
about Air New Zealand's 


company’s job-costing; 

• A consultancy is interested 


position in ‘ he Aunt .TT.S d 0Ul £££* i°n 

h l V J building,. By clipping one of 


the Solid State computer 
systems to a UR, the efficiency 
con the measured; 

• A company wants to 
establish a microwave link 
between two stations. By 


New Zealand has done all its 
sums. 

One possibility might be for 
the airline to offer a cheaper 
than the current excursion 
fare of $1200 on only one route, 
say Singapore or Hong Hong, 
while promoting cheap one-, 
way travel through Los 
Angeles. 


and the American airlines, Solid State mini-computer can 
Pan Am and Continental, offer help decide the best approach.- 


two-tier fares will be, in 
operation. 


Jones is particularly in¬ 
terested in moving into a new 


In Pan Am’s case the fares Heldradio linksi 
are seasonal, but with Con- For example, A data logger 
tinental the price difference could be left In a forest 
reflects differed t = advance programmed to record tern- 


booking periods. 


perature, wind speed and 


Air New Zealand is looking direction, humidity and 

at a cut Dries fare for tour rainfall. It could be connected 
at a cut price tare iut w a radio transmittor which 
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'Lunch-box" mini-computer system. 


except in this case it's dealing And no product with a similar 
with the most sophisticated capability, 
technology available. This field of information 

For inslnncc, the boards logging has been the major 
upon which the printed circuits area in whicli the aysiems 
are built are Imported. Certain have so far been used. But 
electronic components, too, industrial applications are 
are imported, such as the assuming greater importance, 
microprocessor Itself. Specific examples being 

Hut that's the extent of the investigated by the company 
ImDorted content. The com- now: 


$ 100,000 into developing the 
technology, sustained by Its 
other products. 

But, with the decline in the 
economy, demand for the 
company's "bread and but¬ 
ter" products dropped. 

"We were doing the R & D 
cheaply because we are a 
small company. But that 
$ 100,000 was still a heavy in¬ 
vestment." 

But the company ap¬ 
proached the Applied 
Technology Programme of the 
Development Finance Cor¬ 
poration for assistance in 
continuing the research 
programme. Result: an In¬ 
jection of some $30,000 to help 
carry the company through Lhe 
recession. 

The company — it now has a 
staff of li — has pioneered 
much of the work In New 
Zealand with this new 
technology and, while It is by 
no means in a position to tackle 
the computer giants, Jones 


feels it has the capability to 
help New Zealand industry 
ease into the computer field. 

The company's mini¬ 
computers are normally built 
to a specific customer's 
requirements and allow a "do 
it yourself" approach to 
computerising a production 
line. For instance, a company 
can start off in one particular 
area, with a $500 data logger 
and then build up its use of the 
computer systems as it 
becomes more confident and 
finds the use of the equipment 
time and money-saving. 

The future, says Jones, is 
wide open. 

"This is the way technology 
is going — and industry, too. 
We also have export potential. 
For example, our field data 
logger could be used in 
Australia out in the Isolated 
mineral fields." 

And, he believes, the com¬ 
mercial application has yet to 
bo exploited. 


At last. 

Clear concise ideas about the 
future of N.Z. agriculture. 
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'V. . one of the most important research 
.papers ever released on New Zealand 
agriculture;" that's hovy Harry Broad/ editor . 
of Straight Furrow describes The Future for 
New Zealand Agriculture. 

In this significant new : publication, Ian 
Me Lean, farmer and agriculture I economist, 
explains why production rather than market 
problems inhibit agricultural' exports. He .. 
probes the pros and cons of five alternative 
policy strategies to cpiyifcat New Zealand's 
;complex, persistent agrtciiltu|*al problems. 
McLean concludes thaVthe weight: of evidence 
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Pressure to prescribe plethora of preventatives 

by Belinda Gillespie ailments which take DMDle In r “ " ’ 1 Moilnnnl Hnnlfh fnctthito urn shvh ho. fools lhn( anlihiiitirs _ 


by Belinda Gillespie 

FIFTY years ago, penicillin 
was discovered, and the whole 
direction of medicine changed. 

Ail editorial in Uic New 
Zealand Medicid ■lonriial has 
drawn al tent ion to this event, 
and the problems brought by 
“•be seemingly endless 
plethora of useful nnlihiotics'*. 
So much information is needed 
in make a correct decision, it 
suggested, “that proper choice 
may depend ultimately upon 
another technological 
triumph, that of the 
miniaturised computer with 
its data handling 
capabilities". 

Nol until the early 1940s was 
it confirmed that penicillin had 
powerful antibiotic properties. 
Before this was an era of what 
has been called “therapeutic 
nihilism", where there was 
widespread acceptance of the 
lact of disease and the risk of 
premature death. 

It was a fact of life lhat 
people died of tuberculosis, 
pneumonia and meningitis.' 
Toinlistones of last century 
show that pnreiils were 
resigned to the deaths of one or 
nmro children til an curly ago. 
hi a mat ter of a few decades, 
ill auks 1 <j nnlihiotics, ninny 
leihtil infectious diseases have 
been controlled. 

Having discovered one 
magic bullet, however, the 
public demanded more. If 
pneumonia and meningitis — 
wJiy nol cancer, heart disease, 
slruke, and the common cold? 
°nr expectations have risen 
beyond Hie capacity of 
medicine to meet them. 
•Simple technologies like 
iiiiinuiiisiiliiin ami antibiotic 
drugs have not yet been 
discovered io prevent or cure 
the degen era live diseases t 
which challenge the largo | 
fwpnlnlion of middle-aged and i 
elderly A cure Tor the ; 
ubiquitous cold is equally 1 
elusive. ‘ v 

I'or many of (ho minor r 


ailments which take people to 
Ihclr doctors, antibiotics are 
1 nol an appropriate solution. 
- But such is the pressure on the 
• doctor to prescribe something 

■ - and so great the faith of the 
5 uninformed in the magic bullet 

■ — lhat a visit to Lhe doctor is 
generally followed by a visit to 

1 the pharmacist. 

A general practitioner who 
has worked in the British 
National Health Service as 
well ns In the New Zealand 
free enterprise system claims 
lhat the pressure to prescribe 
is greater here. Where 
someone pays several dollars 
for each visit, a doctor who 
doesn't prescribe feels that he 
has cheated his expectant 
paUent. who as often as not 
asks outright for an antibiotic. 
In Britain, where return visits 
arc free, the conscientious 
doctor can see a patient 
several times to check 
progress; here he could be 
accused of trying to generate 
income. Antibiotics, 
particularly for minor 
respiratory infections which 
make up a large proportion of 
patients’complaints, may slop 
complications developing, or 
may be tu> use nl oil. But 
prescribing untibiotics makes 
the doctor feel bolter. It’s h 
satisfactory way of 
terminating the interview with 
honour; if (he drug does no 
good, it will do no harm either. 
Prescribing is quicker than a 
lengthy physical check or a 
long rambling chat about 
sy in pi tuns. Thu hard-pressed — 
can shunt Ihrongh more 
patients this way ~ and. lei’s I 
nol be delicate, make a lot ^ 
me ire money. 

Nol only docs the consumer 
nf medical services want i 
anlihiotics for every minor « 
ailment, says a Wellington GP. | 
lie ur she is under the illusion i 
Hint if one doesn't work, t 
another will _ though , 
nmpicillin and tetracycline, , 
which belween them make up 
niosl of dip antibiotic market. , 
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National Health Institute says says he feels Ihnl nnlihiotics penicillin, the most ilhh , 
that the danger of treatment- should only be used whore they used antibiotic of all k ^ 
resistant bacteria was known are effective. They shouldn't uncommon. ' 8 no1 

to the Oxford team working on be prescribed for colds, unless Th h fi 
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are both broad-spectrum 
drugs which will "kill just 
about anything". Children’s 
coughs, upon which antibiotics 
have little effect, are often 
treated with two or three 
drugs. When the cough dies a 
natural death, a cure is 
attributed to the most recent 
drug, which is demanded 
again when the cough recurs, 
as it so often does. 

Another consumer myth is 
that one has been so drenched 
with n particular antibiotic, 
penicillin for example, in one's 
medical history, (hat It no 
longer has any effect. While 
struins of organisms may be 
penicillin resistant, ' an 
individual human being is not. 
Each new illness is caused by 
an invasion of bacteria with 
their own characteristics, 
penicillin-resistance being one 
possibility. 

Professor Markham of the 


resistant bacteria was known 
to the Oxford team working oh 
penicillin back in the thirties, 
even before clinical trials had 
begun. 

The more antibiotics are 
used, says Dr Markham, the 
greater (he number of 
resistant organisms there will 
be. This means that in a 
hospital environment there 
will be more organisms 
resistant to a range of 
antibiotics than in the outside 
community. Resistant 
bacteria may also be created 
when antibiotics are used in a 
non-therapeutic way. 
Livestock kept in a confined 
space and given feed with 
antibiotics in it carry resistant 
organisms which can be 
transferred to humans. 

Nol only do organisms 
develop resistance — they can 
transfer this characteristic to 
other species in the 
environment. Markham says 
he feels that there is 
considerable over-use of 
antibiotics in the community, 
which is chiefly due to 
consumer pressure on doctors 
to prescribe. Drug companies 
have responded successfully to 
the challenge of resistant 
bacteria by continually 
modifying the chemical 
struclure of antibiotics. The 
process Is a wasteful one. with 
a built-in Lime lag. 

Along with other 
microbiologists, Markham 


pneumonia is n complication, 
or for gastro-enteritis. Iriunlly, 
when they are used, the drug 
with the greatest specificity 
Tor the complaint should be the 
one chosen. This means pre¬ 
testing to identify (he 
organism, almost impossible 
in an ordinary genera] 
practice situation, where (he 
doctor may send off n swnb. 
but "treat blind" while waiting 
for the results. "Treating 
blind" means using a hrnari- 
spectrum antibiotic, at least 
until Lhe organism is 
identified. thus again 
increasing the chance of 
creating more drug-resist nut 
bacteria. 

Some antibiotics have side 
effects. The broad-apectrum 
ones most commonly 
prescribed in general practice 
wipe out the normal population 
of bugs in the gut, and con 
cause diarrhoea. Thrush is a 
common complaint among 
women who have taken 
antibiotics because of n 
similar effect on vaginal 
bacteria. More serious is the 
risk of deafness which is a side 
effect of streptomycin, a drug 
whose use is restricted to 
hospitals in (his country. 
Tetracyclines eon cause Inolh 
staining in children, and 
doctors are discouraged from 
prescribing them to children 
under the age of 12. Allergy to 
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uncommon. ' 8 1,01 

The benefits of antibiotics 
however, clearly outweigh fa 
small risks involved —If thav 
are prescribed only when 
necessary, and taken 
iiertirding to doctor*’ 
instructions That is, taken in 
th*’ right dose for the full 

. .. nut just Hnli , 

symptoms disappear. Failure 
in finish a course makes a 
recurrence of (lie illness likely 
and again increases the risk of 
developing drug resistant 
strains or hauler in 

Medicines - excluding those 
dispensed in hospitals, for 
which no figures are available 
- cos! the Slate $«» million 
last year. Antibiotics, at 
$]5.fii«).inxi make up Hi per cent 
nf this figure, which includes 
the price nf the drug, its 
container, and the dispensing 
fee. The broad-spectrum 
drugs, penicillins and 
tetracyclines, at a cost of $8 
million and $ 2 ' 2 million 
respectively, make up most of 
this cost. The rest lies j n 
relatively smaller quantities 
of a miscellany of antibiotics. 

Michael Trow, the Health 
Deporlinrnt pharmacist who 
supplied these figures, feels 
that while there is some 
consumer failure Intake drugs 
properly, as pi escnlu'd; over- 
pru.scriptinn is the greatest 
problem, in I mill eennumje and 
health terms 


Participation... key to 
greater productivity 






N.Z. case-studies in important, 
new management methods 

"It is imperative that wo re-orient our work organizations 
country.” d ' Ca V Chanflfld circumstances we face as a 

R °V McLennan, senior lecturer in Business 
Administration at Victoria University, and editor o 
Participation & Change in the New Zealand Workplace 
Th, important new book is intended to help New 

tranSm S rh p eV rf l0 F P ,ns,0hl into malhods which can 
transform the performance of our enterprises and th« 

satisfaction people get out of their work. 

Io a highly readable introduction. McLennan explains 
how participation and change, or 'Organization Develoo 
meni'. works In theory ... then three New Zealand 0 ^ 
studios show what happens in practice as well. " P 

P * r li?'l! a !! a r * Change in the New Zealand Workolaca 

annrt^fl Founi ± EstatB Books. Only $4.96 
good bookshops, or direct from Fourth Estate Bonks 

? ?° x , 9344 ' Wellington. (See Fourth-Estate'subwiS 

tion Service coupon el^swher'e in this issue;) ‘ P 


by Stephen Bell 
NOWHERE in a company's 
structure. II seems, is there a 
bigger communications 
barrier than the one around 
that mysterious beast the 
computer and its attendant 
staff. 

Complaints from both sides 
of Lhe barrier are proverbial. 
Senior management and user 
departments accuse DP people 
of speaking jargon and of 
being more concerned with the 
technicalities of the machine 
than with the business 
problems they should be 
solving. 

The DP people retort that 
management does not ap¬ 
preciate the costs and 
timescales of DP develop¬ 
ments; when they use the 
computer, they expect instant 
solutions; often, they prefer to 
pretend that the DP depart¬ 
ment is not there and stick to 
their own manual procedures. 

As a rule, the grumbles go on 
separately on either side of the 
fence, with little profitable 
discussion of the problem. Last 
November, the Institute of 
Management and the NZ 
Computer SocieLy attempted 
to promote some exchange of 
Ideas with a Joint seminar. 

7™ event was generally 
acknowledged to have reaped 
benefits in a higher standard of 
discussion and considerable 
agreement on the nature of the 
major problems. In itself, it 
was a first step to better com¬ 
munication. but, as one of the 
principal speakers admitted to 
NBR afterwards, the next step 
was difficult to see. 

The well known "jargon 
barrier”, it was agreed. 






COM PUTERS 

Finance, provided a lesson In 
admitting ignorance. He 
described his experiences In 
specifying a hire purchase 
system for the company. 

The computer suppliers had 
a system, whtch they 
described in their own 
language. “Every time they 


system, but there was no 
hesitation about giving the job 
to an inexperienced systems 
analyst. 

Movement of staff between 
Dp and business functions 
could, It Is often suggested, be 
anofher means of diffusing 
expertise In both disciplines 
through the whole company. 
Studies claim to have found 
however, that the psychology 
“. r 9 P and business staff 
differs markedly, 
discouraging such 
movement. In particular, it 
has been said, DP people lack 
the enthusiasm for social 
mixing which is an integral 
part of the business world. 

DP people, In common with 
many specialists, were 
disinclined to move out of their 
own field in any case, said Len 
Fahy of the Accident Cum- 
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rnade a statement, I would say pen , sal t lon Commission. He liad 
I don't understand', and a “ ,e same- syndrome in 
translation would come out." , r areas - "I know safety 


JIM FRANCIS... provided 
lesson 




translation would come out." 

Once the barrier had been 
broken down in this way, the 

ve .‘l do !L Was Quite co-operative, 
said Francis, and between 
them they planned and 
developed "the best hire 

SSSSS? ln "» 

The education angle was 

E oted „ by Ralph mtQn ’ of 

^sources. Training 
should, of course, be 
sought out not only hv 
management people trying to 

S^ t !S dDP,bulvlce ve?aa. 
If both sides were not prepared 
to invest in training, he war- 
ned the communications bad 
would inevitably widen 8 P 


l . ureas I know safety 
advisers whose one aim is to be 
a good safety adviser" 
Accepting that for a long 
me there will be two separate 
fields of expertise, the logical 
strategy is to encourage and 
formalise co-operation, with 
Joint committees from 
management and DP 

te?h ent to define and 

th ® wmputer systems 
needed, to wor k on their 
development and, an im¬ 
portant point, to decide on 
abandonment of unsuccessful 
or out-of-date systems. 

Inadequate cooperation, It 
was emphasised/ leads to 
lnS®l badly-designed, 
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was compounded by 68 business com- de velopment, 

management's unwillingness Theyexn^JX?^ ,nrfat,c - ? tryln S to promote 

a PPcar Ignorant in the face Kick uS d.*^® *? P person there “tots not 

specialist, whether it no formal (minimi b anma _barrier but 


IS the company's "ownHop ***** 

manager, or a salesman from thblk of en ’ 

a computer company. care n?* « accounfant With 

This drawback could be affalrsuntfiTWu 8 flnandftl 
attacked on two fronts. r* 18118 *™™ 1 

Management must be E “Peflence, 

to admit Uwgapah opwatw wasL W* 
its knowledge, as weU as ?! Gntruated With 

repairing them through respon - 

readUy available educational learned inn J" > aa hQ '* 
services.., Press a few but- 


care of a company's financial 
«»® ( S,.^_ Gntni8to d With 


Inadequate cooperation it LEN F AHY ... DP people 
was emphasised, leads' to disinclined to move out of their 
''n~n "‘“T J a . uiy wiaen. unwanted, badly-designed ,le,d - 
Bolton said he suspected that lnad equate and expensive 

D? n«nni e " tS K im t pression of ! y8t ® ms - with delays in formation which he has been 

”.._ peop,e8 business com- development. • n withholding until the right 

Even in trying to promote moment for 'political' pur- 
^K, P l ra .u n ’ there exists not Poses. 

some the deeD r80 J! a S ai If ,1 ? r,, . but With such clearly-exposed 

obstacles Boltnn obstacles,, the efficient In- 
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manager 
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Information, and its 

ES?tt 18 “ important 
factor in, a manager's power 
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way off. 

Delegates from both sides 0 
the floor, however, were in p< 
doubt as to the beneficial ef 
fects of a rapprochement 
Computer-aided businesi 
planning opens the door to fa) 
more evident planning an ( 
operation of a business) Vb? 
tlpulaMy In .ail >uwertal* 
economic climate. . 



Acceleration in motor 
accident costs 


Royal visitor to New Zealand 


by John Sloan 
THE Insurance Council of New 
Zealand has released statistics 
relating to the average costs of 
motor vehicle accidents in 
New Zealand. 

Chart One details the 
average repair costs for 
private cars, business cars 
and trucks. 

The figures are the amounts 
paid by tariff insurers, and do 
not include any claims 
excesses that may have been 
paid by the vehicle owners. 

For many years, insurers 
have charged higher 
premiums for vehicles used in 
the Auckland and Wellington, 
areas and the chart reveals 
why — there is a higher repair 
cost there than for the rest of 
the country. 

The Insurance Council 
figures indicate LhaL since 1972 
average repair costs have 
doubled — private cars from 
$178 to $352, business cars 
• from $170 to $342, and trucks 
, and vans from $181 to $358. 

I Just as disturbing is the 
j increasing frequency of 
accidents shown in Chart Two. 
i Between 1972 and 1978, the 
Snumbers of accidents to 
[private cars and trucks has 
increased by 20 per cent, but 
for the same period accidents 
to business cars increased by 
: 31 per cent. On average, half 



the business cars on the road 
will have an accident, the cost 
of which will be about $342. 

The insurance council also 
estimated the total costs of 
motor accidents to the 
country. For the year ended 
March 31 1977, the total vehicle 
repair costs were estimated at 
$73 million. Compounded at an 
annual rate of 15 per cent by 
1B79-80, the yearly cost will be 
running at approximately $100 
million. These all-up estimates 
are for direct costs to insurers 
only, without counting 
uninsured damage, claims 
excesses and the vast range of 
“hidden costs” incurred by 
businesses in loss of use, hire 
of replacement vehicles and so 
on. These unidentified indirect 
costs could equal the direct 
costs, so that by 197S-B0 motor 
accidents could cost the 
country $200 million. 


Chart 1: Average Repair Costs in 1977 
“3 - 
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Chart 2: Number of Accidents per 10,000 Vehicles 
j 1977 1070 1972 

[Private Cars 2341 2243 1941 

Business Cars r»3H5 4513 4100 

Trucks and Vans 2047 2352 2206 



_ BY SPIRO ZAVOS _ 

WHflTTHE REVIEWERS ARE SAVING 

“The Real Mtildoon is much inure 
rewarding than the Prime Minister’s 
own twn dismal attempts at autobiography. 

It reads particularly well. 'Hie 
style is energetic, witty and 
trim, and the book is put together well." 

W. I 1 . Items. Dominion 

"Znvcis is a perceptive observer, 
a master of the probing phrase, 
the analytical paragraph." 

AII<Ilt liruniii', ManowHlu Evening Standard 

"Of all the weighty issues 
The Real Muldoon raises, it's odd 
that Mr Muldoon now seizes on nits in trying 
to discredit the whole commentary.” 

Mel DHkoD. Walkalo Time* 

•*... the book... usefully 
Illuminates several aspects of an 
exceedingly complex character." 

P.J.Sdwrtr, N.Z. Herald 

To all who are fascinated 
or repelled by our Prime Minister 
this book is recommended reading." 

SAfcC. Hawke# Bay Herald-Tribune 

*The Real Muldoon is the 
first objective biography of a New 
Zealand Prime Minister... 
it sets a high standard 
for its successors.” 

TVevur Agmr, Southland Time* ■ 

ONLV S9-9J AT ALL COOL) BOOKSHOPS. 

OB DIRECT FROM FOURTH ESTATB ROOKS, PO BOX 9J44. WELLINGTON. 


A RECENT visitor to New 
Zealand was K M Bevins, chief 
general manager of the 
British-based Royal Insurance 
Group. The Royal is one of the 
largest international insurers, 
with $5 billion in assets and a 
world-wide premium income 
of $2.5 billion. 

Bevins said his company is 
trading profitably in most 
areas of the world, but he 
expressed concern at the in¬ 
discriminate competition it Ib 
experiencing on an in¬ 
ternational scale. 

He cited three reasons for 
the current cut-throat com¬ 
petition amongst insurers: 

• Ignorance of basic in¬ 
surance concepts; 

• Fringe operators who 
quickly move into an apparent 
profitable market, slash 
premiums to an uneconomic 
level and pull out when the 
inevitable claims occur; 

• The international 
aspirations of many third 
world countries and Middle 
East countries which insist on 
insurance being written In 
their countries, or are 
aggressively expanding 






K M BEVINS...concern at 
discriminate competition. 

overseas but buying business 
in the process. 

Bevins said he hoped that 
sanity will prevail, and the 
current "soft" market will nol 
permanently damage the 
insurance industry. 

He gave instances of long¬ 
standing Royal clients being 
tempted by competitors' 
cheaper premiums, only to 
find the service was equally 
cheap; claims weren't paid, or 


the insurers folded. 

The "once bitten twice shy” 
clients then returned to the 
Royal or other traditional 
insurers. Yet the Royal is not 
afraid of competition “as long 
as It's healthy and does not 
jeopardise the clients’ in¬ 
terests". 

While products liability was 
an international problem, 
especially in the United States, 
insurers had coped better than 
some sensational publicity had 
indicated, Bevins said. 

The trend for multinationals 
to establish their own "cap¬ 
tive’’ Insurance companies is a 
fact of life, but much of the 
business Elows back to the 
traditional market via rein¬ 
surance. Bevins predicted that 
the major international in¬ 
surers would expand more into 
the reinsurance market, 
especially as capacity 
problems are emerging. 

When asked about the 
burgeoning Middle East in¬ 
surance market (where the 
New Zealand Insurance Group 
has announced a new joint 
venture) Bevins said that his 
company had been there a long 


Lime, but was being cautious 
about expanding. The Middle 
East had potential for new or 
established insurers, but for 
those who rush in the results 
are likely to be chaotic. 

Bevins was reluctant to 
comment authoritatively on 
the local scene, but he said he 
had detected a "soft" market, 
and from his international 
experience warned against the 
dangers. 

Geoff Olsen, Royal’s New 
Zealand manager, said that 
local competition is in¬ 
tensifying. There is an absence 
of corporate discipline, and in 
certain areas industry controls 
are proving inadequate. 

Both Bevins and Olsen 
predicted the use of more 
sophisticated computers which 
would result in more efficient 
use of their resources, thus 
releasing staff for more 
rewarding duties. 

Insurers must bring out new 
products, said Bevins, but he 
warned against introducing 
new types of contracts without 
researching the consumer's 
needs or the long-term results 
for the insurer. 
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ISR BUMS IIIQj 

Another tough year for the NZ economy 


Analysing annual accounts 


by Peter V O'Brien 

THE New Zealand economic 
problem is summed up in two 
sentences of the December 
Quarterly Predictions from 
the Institute of Economic 
Research; "But it Is in¬ 
creasingly clear that not all 
major economic goals are 
achievable In the short term 
and policy depends less on 
traditional cyclical measures 
than an whet specific ob¬ 
jectives are sacrificed. In a 
very broad sense this entails a 
trade off between unem¬ 
ployment and the balance of 
payments." 

The Institute says that 


"Given these additional un¬ 
certainties, we have assumed 
that policy will be largely 
unchanged from the present 
stance". 

That means New Zealand 
will continue to have a tough 
time In 1878. In addition, the 
Institute notes that it does not 
expect any major im¬ 
provements in world trade. 

Overseas views reinforce 
that opinion. While forecasters 
are notoriously in error about 
world predictions, par¬ 
ticularly when they are 
unanimous In their recom¬ 
mendations, there is much 
evidence to show that the 
United States will have a 


"mild" recession this year. It 
is expected in the second and 
third quarters of the year, 
when — according to figures 
from Data Resources Inc. (a 
highly respected forecasting 
organisation) — there will be a 
negative growth in real gross 
national product. 

The figures were published 
recently in a London Financial 
limes article written by Paul 
Samuelson on the United 
States outlook for 1979. But 
Samuelson also considers that 
things will not be bad for long, 
because the 1980 election will 
be getting close, and the 
Carter Administration will be 
"shifting from fighting in¬ 


flation to fighting recession” (a 
familiar ring to New Zealand 
ears?). 

Since the Institute of 
Economic Research published 
its predictions in December, 
the OPEC group has lifted oil 
prices. The predictions said 
nothing about possible price 
rises for oil, so the analysis of 
the import-export situation 
may need revision on the basis 
of higher prices. 

Speaking overall about the 
balance of payments, the in¬ 
stitute again hits on the trade¬ 
off situation: "The recent 
Improvement in the balance of 
payments is almost totally the 
result of falling demand. This 
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by Peter V. O'Brien 

NEW ZEALAND Cement 
Holdings Ltd has nrnriuced 
another Informative report, 
which provides most of the 
information needed by users of 
accounts. 

. The 1977-78 year wbb not a 
pretty sight for cement 
companies, which suffered 
from the substantial downturn 
In housebuilding and com¬ 
mercial construction. NZ 
Cement has reported fairly 
well on the events, and Its 
figures are reasonable, with 


two exceptions. 

The company falls to report 
its expenses, giving a figure 
for turnover, a group trading 
profit, and the usual rundown 
of statute-required In¬ 
formation. Detail on taxation 
is also sketchy. 

It is possible to assess ex¬ 
penses by deducting group 
trading profit from turnover, 
but that tells the reader of the 
report only a global figure. The 
company refers in the text of 
the report to Increased costs, 
which allowed a price Increase 
by the "Price Control 


Authorities", but says nothing 
about the breakdown of those 
costs. Production of this in¬ 
formation is Important, 
because, as said here on many 
occaaiona, secrecy creates 
suspicion and misinformation 
about a company's activities. 

The Information on taxation 
is less than adequate. The 
company has the following 
note in the accounts: “In¬ 
vestment Allowances, Export 
Incentives and other deduc¬ 
tible ItemB are in excess of 
profits and consequently there 
Is no liability for taxation on 


Australia loses allure 


Melbourne 
Correspondent 
AUSTRALIA may be 
losing Its appeal to American 
investment, according to a 
report by the American 
Chamer of Commerce in 
Australia. 

United States direct private 
Investment in Australia is 
reported to have Increased by 
only IUS295 million in 1977, 
compared with a rise of 4US395 
million the previous year. 

The analysis of United States 
investment in Australia 
conducted by the American 
Chamber of Commerce shows 
that the increase of 9US295 
million in 1977 represents a 
growth of 5.4 per cent, while on 
a global basis American direct 
investment grew by an 
average of 9 per cent during 
the same period. 

Australia's share of United 
States direct investments has 
been declining since 1971, 
when it accounted for 4.32 per 
cent of the world-wide total. By 
1976, Us share had declined to 
3.97 per cent and last year fell 
to 3.87 per cent. 

The manufacturing share of 
American investment in 
Australia also continued its 
downward trend of recent 
years, and mining and 
smelting investment “ showed 
only a "token rlae" over the" 
previous year. 

The largest gain was made 
in tho area designated by the 
mirvey as "trade” which rose 
IUS72 million to a total of 
IUS44Q million — an increase 
of 19.6 per cent. 

Investment in machinery 
was the biggest gainer in the 
manufacturing sector, and 
chemicals advanced strongly. 

Investment in food products 
recorded a modest gain but 
transportation equipment 
showed a fall. 

In finance and insurance, 
investment rose from $115292 
million in 1976 to $US834 
million In 1977. 

One of the most dramatic 
changes reported by the 
American Chamber of Com¬ 
merce in Australia is the sharp 
drop In the Income of United 
States affiliates in the country- 
which fell from $US819 million 
In 1976 to $175690 million In 1977 
■— a decline of 18.7 per cent. 
Fees and royalties, on the 
other hand, rose slightly. 

Another survey by the 
.American Chamber of Com¬ 
merce says that Australia is 
also losing some of its appeal 
as the regional headquarters 
for United States firms. 

Five years ago a similar 
survey revealed that 170 
United States companies had 
located their headquarters in 
Australia. Today that number 
bos fallen by 6 per cent to 160. 
Several companies have 
ceased their business 

operations in Australia 

altogether, others which have 
moved their regional 
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headquarters have either 
shifted back to the United 
States or to South-east Aslan 
countries, particularly 
Singapore, Hong Kong, 
Fhilliplnes, and Japan. 

Among reasons given for 
withdrawal from Australia 
were Industrial unrest and 
operating costs. 

Respondents were BBked: if 
Australia had originally been 
considered as the locale for a 
regional centre what reasons 
militated against its selection. 
In order of importance they 
listed: geographical isolation 
and travel coBts, cost of 
operations, labour unreBt, 
political and economic un¬ 
certainty, and more effective 
control from the United States. 

The survey shows that 
United States subsidiaries in 


Australia have regional 
responsibility for fewer 
countries or territories in 
Asia and the Pacific than In 
1973 when the last survey was 
taken. 


profits of the parent company 
and Its wholly owned sub¬ 
sidiary." 

What were those allowances 
and deductions? What were 
the export incentives? In 
particular, how much did the 
company benefit from the 
stock adjustment allowance, if 
at all? What Is the carry for¬ 
ward amount of tax con¬ 
cessions, .if any? These 
questions should be available 
in the accounts of a company 
like NZ Cement, because It la 
impossible to assess the 
group’s financial situation 
without them. 

Reverting to the expenses 
question, It Bhould be noted 
that a company does Itself a 
disservice when it declines to 
publish such information. The 
accounts of a major public 
company these days have to 
note the political (in the broad 
sense) environment in which 
commerce operates. It 1 b no 



Five years ago 28 of the longer possible to follow the 
companies surveyed had philosophy of the “tell 'em 


regional responsibility for 
Japan. Today that number has 
fallen to 20. 

Figures on exports from 
Australia by United States 
subsidiaries and affiliates 
Indicate that the percentage of 
their exports generated by the 
manufacturing Industries has 
fallen in recent years, and it is 
generally believed that this is 
closely related to the 
diminishing number of 
American firms siting their 
regional headquarters in the 
country. 


nothing" school. 

For example, sales declined 
2.8 per cent on the year, which 
is probably a much more 
substantial amount in real 
terms, after taking Into ac¬ 
count prices increases and the 
effects of a 15.5 per cent drop 
in the cement tonnage sold. 

But group trading profit, at 
$7,663,112, was 19.3 per cent 
below the previous year, 
suggesting that cost rises were 
an additional drag on profits, 
apart from the slump in ton¬ 
nage sales. 


NZ CEMENT ... financially 
slrong- 

The group does advise a 
figure lor "general ad¬ 
ministration", which Is 
deducted from "total trading 
profits". That amount jumped 
21 per cent last year. 

A breakdown of what hap¬ 
pened to the expenses would 
teU people more about trading 
over the year, and assist In 
general understanding of the 
company's profitability 
problems. 

Explanations of balance 
sheet changes are better than 
the information In the profit 
and loss account, suggesting 
that the company can provide 
the appropriate statements 
when it feels inclined. 

NZ Cement tells 
shareholders what happened 
to stock levels, alterations to 
bank overdraft, and changes to 
debtors’ figures. This in- 
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formation Is regularly omitted 
from the reports of many 
companies, but it is Important, 
because lack of disclosure can 
disguise an overall 
deterioration in financial 
stability and strength. 

The group is financially 
strong, and a passage from the 
text emphasises the good 
control of recent years: 
"Nevertheless the company is 
In remarkably good shape. It 
has survived satisfactorily the 
critical period immediately 
■following the completion of the 
Westport extension when 
liquidity was stretched, and it 
has reduced its overall 
liabilities from a balance date 
peak of $22 million In 1976 to 
$16.7 million as 31st July last." 

That statement is true, but 
its validity would be enhanced 
if the company provided more 
information In the areas In¬ 
dicated. The figures would 
then underpin the statement 
made in the text, and also 
support the textual comment 
"although some adverse 
comment is sometimes made 
regarding cement price in¬ 
creases, these have been no 
greater than the overall rise In 
the Consumer Price Index 
during the period and have had 
to include such major imposts 
as the 12.5 per cent increase in 
rail freight that became ef¬ 
fective in July 1975." 

That may be true, but when 
will we see the dollar Impact of 
those cost increases, including 
the dollar effects of the freight 
increase? 
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his Invention. That’s 


too often been the way: It was the sama.problem nesrly500year$ , 

later when the - helicopter was rediscovered Ini Ehglana. Alackof 
SipoKement at the Oruclal moment meant that great invention • -• 
was manufactured in America. : . -. . ' / „ . V 

How many Ideas offietjlus level have peri$hed through a simple ...-., 
lack of Inceptive. UDOWnanpe Ltd knqwa.whatthe right-: • 

recognition at the right time can do. Brilliant ideas, generated in 
New Zealand, will not perish through lack of suppotV v 

The UDC Inventors’ Award is an a rmuat award. Since ite . 

Inventors ^ £ the Inventor of a flliration Plant jor the effluent ■ -; >. 
from wool scouring works,-; the Inventor o\a multiple .^® r ^ h e . n 
turbine; of a Alter ozone spectrophotometer, and Ian year by the 
toventor of an Intensive care Incubator for premature bables, A( 
important Ideas; all foreign current earners in the mtematlonal. •. 
markets. ■' , '• • '. • ' . • - .• ' . 


As one of New Zealand's leading finance housefe-and merchant;. . 

. bankars. we see the Award as an opportunity tq.encbyrage tha'u - 
New Zealanders' tradition of resourcefulness and innovation; tp. .: , 
Improve efficiency yet respect the environment and so provide for ■; - /. 
the controlled develobmantiso vital to New Zealand's future, :■ j. • •, .• ! 

1 AddIv flow for an entry form for the UDC Inventors* Award. Contact . 


; Applyrtowforan^enti^ formfortheUDC [nyentw^Awarti- Contact^ 
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Benefits for NZ in successful EMS scheme 


by Peter V O'Brien 

THE rather esoteric topic of 
the European Monetary 
System has considerable 
importance for New Zealand, 
although the link between EMS 
and our economy Is indirect. 

A successful scheme of 
closer monetary co-operation 
would lead to a "zone of 
monetary stability In Europe" 
(taken from the communique 
of the Bremen European 
Council, July 8-7 19781. 

The governments par¬ 
ticipating in EMS consider 
that the establishment of a 
stable and durable monetary 
system is in the interests of all 
members of the community. 

If exchange rates were to 
receive new stability there 
would be an improvement in 
world trade, greater certainty 
In longer term investment 
decisions, and a lift In 
economic growth. 

As New Zealand is a 
trading nation these fac¬ 
tors are in our interests, 
as is any system which 
can act as a form of back¬ 
up or support for the US 
dollar, and reduce pressure on 
that currency. 


The fact that the British 
have opted out of the system 
meanwhile does not mean that 
there is fundamental op¬ 
position. The British at this 
stage prefer to put domestic 
policy first, which should lead 
to a stable exchange rate. In 
addition there are reservations 
about technical aspects of 
EMS. 

Wlilie people In London have 
a fear of statements being 
attributed to them, it became 
clear to me in discussions 
before Christmas that the 
political time is inappropriate 
for entry to EMS by the 
British. 

The UK also apparently saw 
exchange stability related to 
the average of European 
currencies as the goal for 
achievement. But the system 
as it emerged seems to have 
gone beyond the British 
conception. 

If inflation throughout the 
community (still considered 
(he major evil) was to be 
stabilised around the German 
inflation rate, there would be 
considerable costs internally, 
because the restrictions 
necessary to achieve German 
inflation rates would be so 


deflationary that they would 
affect growth, both in the 
countries having to take the 
action, and in the rest of the 
world. The latter would be 
affected under the spinoff 
principle. 

“Reliable sources" suggest 
that this was part of the debate 
on the British side, because 
exchange stability and control 
of inflation are inseparable. 
The Italians and the Irish, on 
the other hand, saw benefits 
which could flow from 
"resource transfers" to their 
countries from EMS. In the 
Irish case it was suggested in a 
White Paper on EMS that the 
pressure to hold the exchange 
rate could force the deficit In 
(he balance of payments down 
faster than was desirable In 
the country’s published long 
term economic strategy (yes, 


the Irish, with the same 
population, have done what 
New Zealand seems unable to 
do; adopted a long-term 
economic strategy in public). 

The deal worked out was 
"resource transfers" worth 
275 million pounds over five 
years, or less than half what 
was asked for. Although some 
of these technical questions 
have Interest for specialists, 
they have little to do with the 
effects of EMS on New 
Zealand. 

Apart from the overall 
question of world trade, any 
stability in European ex¬ 
change rates, plus the more 
distant possibility that this 
could flow over to stability for 
the US dollar (which has been 
sinking rapidly in recent 
weeks, particularly in the 
wake of the OPEC oil price 


rise) might assist New 
Zealand in its loan business. 
Wild movements between 
currencies have hll New 
Zealand borrowers hard in 
foreign loans. 

A stable European currency 
scene could help to iron nut 
those movements which have 
seen interest and cnpital 
repayment bills increase by 
margins up to 50 or 60 per cent 
in short periods. 

Tiie outcome would depend 
on how EMS related to the 
weighted basket of currencies 
which sets the value of the New 
Zealand dollar, but there could 
be a useful spinoff. 

In general terms, there is a 
consensus that if EMS Is 
sustainable it will grow 
stronger rather than weaker. 
Other sources suggest it will 
become entrenched, and will 


tend to produce dom«*i 
reactions if it survES?! 
three or four years. ^ 
The system would beam*, 
stabilising force in IS 
f. nd , wi l‘carry the implS 
thnt domestic econoS 
policies in member SB 
will come closer together 
But entrenchment remain, 

to he seen, nt a tj me ^ 
Brel ton Woods is a dlsUa 
(although successful, | n d. 
time) memory, and anal® 
have been wandering up an 
down the currency trees fa 
some years. 

The success of EMS mu 
benefit New Zealand in a fe 
indirect ways. The discipline 
which EMS implies la 
domestic economies could 
coil a Inly benefit us, if we w® 
to accept the approprlalt 
restraints. 
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THE art (or science) of 
fortune telling is difficult at 
any time. It has become 
harder in recent years when 
. looking at Investment and 
economic matters. 

There was a day (probably 
pre-OPEC and pre-flexible 
Interest rates) when one could 
analyse with reasonable 
confidence what would happen 
In broad terms in a given year. 
The world economy and the 
New Zealand economy have 
become much more volatile 
since then, with both 
International and national 
action on an official level 
leaving the analyst or 
forecaster with the need to be 
flexible, and to talk only In 
terms of what will be 
happening in the event of no 
policy changes. 

The Investment outlook for 
1979 faces those problems. 
Several things are known 
about developments if there 
are no policy changes. 
Unfortunately, that knowledge 
iB not confined to a privileged 
few. and therefore the 
developments will lead 
inevitably to policy changes. 

The first point is that 
something will have to be done 
about monetary policy. The 
M3 definition of money, and 
private sector credit, were 
growing too fast at the end of 
last year. While the 
Government must, for 
political reasons, claim It has 
the situation under control, its 
claim Is valid only so long as It 
makes regular, and 
sometimes rapid, policy 
changes. 

Second, inflation seems 
likely to stay around present 
levels as a result of the Impact 
of other policies. Third, the 
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unemployment level will 
remain high. Fourth, the 
balance of payments Is 
unlikely to show any 
significant improvement, 
particularly if overseas 
forecasts of a downturn, led by 
the United Slates, prove 
correct. If that happened, 
some easing of export receipts 
could be expected later In the 
year, while we mighl still be 
paying a higher total bill for 
the increase in imports needed 
to satisfy the demands of 
"stimulated" industry. 

The interaction of these 
various matters suggests that 
interest rates will remain 
fairly high this year, with 
variations being dependent on 
what the Government decides 
to do in the marketplace. 

High interest rates have 
their usual technical effect on 
the sharemarket, particularly 
in regard to the longer term 
rate on fixed term securities. 
As interest rates rise, so do 
dividend yields. With the 
exception of cases where 
dividend payments have been 
increased, a lift In a dividend 
yield must result in a cut in 
share price. 

That is the technical side of 
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the calculation. Looking at the 
fundamentals, broad 
comments can be made about 
likely price movements, and 
company profitability, first if 
policy stays the same, and 
then In the light of possible 
policy changes to counteract 
the effects of the problems 
mentioned earlier. 

The retail sector had a good 
Christmas. That was the 
culmination of a steady upturn 
which started as the 
Government pumped money 
into the economy through tax 
cuts, back pay, payouts to the 
farming community, and the 
oLher policies which resulted 
In the present unusually high 
budgetary deficit. 

The retailers should enjoy 
the benefits of those moves for 
a few more months. Their 
profitability will then depend 
on the extent to which 
monetary conditions tighten, 
and any decisions (probably in 
the 1979 Budget) to attempt 
further redirection or ihe 
economy. 

The construction sect di¬ 
scerns destined to have 
another dull year, with the 
possible exception of thn.se 
companies which are growing 
at ihe expense of competitors. 
A company like Main zeal may 
come within that category. 

Slock and station groups 
expect a reasonable perlnd, at 
least for tho first six months. 
In the second half of 1979 rising 
farm costs could again conn* 
up against sialic price 
realisations, thus putting 
pressure on the farmers' 
profitability. At that point tho 
stock and station 
organisations would see their 
farm debt rising, whereas in 
1978 i after a frightening start 
to the year) they saw it decline 
as official action pushed 
considerable sums into the 
rural areas. 

Tbe stock companies’ non- 
rural business, which includes 


manufacturing, urban car 
sales and retail estate work, 
and sundry activities, will 
vary depending on the 
business mix. For example, 
the car market, although 
Improving at the end of last 
year, is unlikely to go Into a 
boom, but activities which are 
export oriented should still 
provide the companies with 
reasonable profils, as well as 
Lhe usual tux concessions. 

Exports will agnln be the 
key to overall profitability in 
industry. Apart from the 
stimulation (much of which 
appears artificial and unable 
to be maintained) of the 
economy, manufacturers will 
lie taking advantage of 
markets outside New Zealand 
to lift product ion, Improve 
total dollar returns, and to 
receive lax advantages under 
the incentive schemes. 

More activity in takeovers is 
probable, if the events of the 
last three months In l97Aarca 
guide. Picking the likely 
eamtid.iies is the problem for 
investors, hut good picking 
will lead to substantial capital 
gains. 

Unless the Government 
discovers some dramatic new 
ixdicics, or we have nn oil 
strike, or the world prices for 
our primary produce soar (ail 
unlikely events) the equity 
market overall should be quid 
this year, with ft few 
companies, as usual, doing 
bettor limn Ihe field. 
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